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FOREWORD 


With this number, Hispanic American Report inaugurates a series of articles 
on significant developments in Spain, Portugal and Latin America by qualified 
experts, The author of the article on the Klein mission to Peru is Professor 
Richard F, Behrendt, Professor of International Relations at Colgate University 
and a member of the Klein mission, 


The heated arguments about Formosa and the Alger Hiss case seem to have 
weakened the State Department's reluctance to show friendship to Franco, and it 
now seems that the Department may stimulate pro-Franco action in the United 
Nations as protective coloration, It is affirmed that the sending of ambassa- 
dors would not indicate approval of the present Spanish regime, and, while this 
may be technically correct, it is equally true that the withdrawal of ambassa- 
dors was intended to indicate criticism of the regime, Despite technical 
niceties, there is no doubt that the return of foreign ambassadors to Madrid 
would be regarded the world over as a triumph for the Falange and would provoke 
resentment among liberal elements in Burope and elsewhere, Should Franco go the 
way of Chiang Kai Shek, the United States would suffer a similar embarrassment, 
Evidence is mounting up that the economic plight of Spain is real, and the 
regime is less substantial than the fagade might indicate, 


The Portuguese government, headed by a conservative professor of economics, 
seems to have a more solid financial foundation, and the development of Portu- 
guese African colonies, while benefiting all the Atlantic community, is of 
inestimable value for Portugal, 


The search for Reds is becoming a serious issue in Mexico, and some honest 
and loyal citizens are suffering undeserved contumely; ex-politician Morones has 
pointed a finger at a mixed flock of sheep and goats, including Luis Padilla 
Nervo, Luis Quintinilla, Luis Garrido, Martin Luis Guzman, Diego Rivera and 
David Siqueiros, not to mention Vicente Lombardo Toledano, Meanwhile, Mexican 
economy is expanding, Mexico is hoping to become the supplier of many manufac- 
tured goods which Cuba at present imports from the United States, while PEMEX is 
cooperating quietly but effectively with U, S, oil interests. The Mexican 
citrus industry, which is suffering from a black fly infection, is uneble to 
sell its produce in the United States because of a Texas quarantine, It is hard 
to know if this quarantine has a purely scientific origin, or if, as frequently 
happens in the United States, it is a form of tariff protection, 


The Guatemalan government, widely known for its leftist tendencies, is busy 
answering accusations that it is collaborating with the Soviet Union by provid- 
ing that country with secret bases, The rise in coffee prices has helped El 
Salvador, which continues to be governed by a rather obscure military junta, 
The government of Honduras has a liberal complexion and seems to enjoy better 
relations with Guatemala than with Nicaragua or El Salvador, Somoza of Nicara- 
gua has been formally accused by his adversaries of violating all the articles 
of the Declaration of Human Rights, Civic order has been restored remarkably 
well in Costa Rica, and the country has recovered its place as the most 
enlightened and democratic of the Central American republics, Panama seems to 
have settled down under the strong regime of Arnulfo Arias, 


The conference of U, S, ambassadors in Havana has apparently two items on 
the agendas: the Caribbean unrest and the means of recovering the goodwill of 
Latin America in general, Cuba is attempting to free itself from its role as 


. 


the sugar colony of the United States, and signs of econemic disagreement 
between the two countries are not lacking, The visit by the commission of the 
Organization of American States may have pacified the two bad neighbors, Haiti 
and the Dominican Republic, but Haiti shows no desire to make up with a country 
which still harbors Colonel Roland, The Dominican armed forces are reported to 
be efficient, and they are undoubtedly a match for any possible rivals, Puerto 
Rico is struggling to develop its industries, to stimulate coffee growing, and 


to write a constitution, 


Recent prospecting in Venezuela reveals that this country will be a major 
source of iron ore for the United States in the future, Politically, Venezuela 
seems to be peaceful or apathetic, The conservative government in Colombia is 
strengthening its position, as has the Peruvian junta, by wooing U, S. business 
interests, It is rumored that those old personal friends but political enemies 
Laureano Gémez and Alfonso Lopez are conniving, but the fact has not been 
established nor are the motives clear, While in Ecuador Galo Plaza's govern- 
ment has skillfully and courageously met the problem of rehabilitation after 
the disastrous earthquake, the decline of the rice market is affecting the 


country adversely, 


3 Peru is preparing for constitutional presidential elections. General 

Odria, now chief of the junta, hopes to win the presidency, although some con- 
test his right to stand, There are two other candidates, General Ernesto 
Montagne and Luciano Castro, It is very difficult to analyze the line-up 
behind these three political hopefuls, The Bolivian government has survived, 
but the worsening economic situation makes its position more precarious, The 
Chilean economy has shown unexpected resilience, but the country has been 
plagued by a wave of strikes planned to embarrass the President on the eve of 
his departure for the United States, 


The year 1950 has been officially designated "The Year of the Liberator 
San Martin" by the Argentine government, and recrudescent Argentine nationalism 
is crystallizing around that military figure, The old polemic with admirers of 
Simon Bolivar has been revived by the publication by the Venezuelan author 
Vincente Lecuna of a book on the Guayaquil meeting, The shortage of newsprint 
continues to be a serious problem in Argentina, as well as a convenient tool in 
the hands of the Visca-Decker committee, Among the constructive results of the 
Peronista regime is the completion of the 1,000 mile long "Gaseoducto Presidente 
Perdén," The Argentine merchant marine has developed, and the commercial airline 


FAMA has made substantial progress, 


In Uruguay, the various factions of the Colorados seem to have failed to 
reach an agreement, a situation most pleasing to the Herreristas, In Paraguay, 
General Morinigo has just been named military attaché to the Paraguayan embassy 
in Argentina, Morinigo, who has been a virtual exile in Buenos Aires for over 
a year, may be attempting to stage a comeback similar to that of Batista in 


Cuba, 


The Brazilian political cauldron continues to stew, but it is hard to see 
what is going on under the froth, The imponderables are the roles of Getulio 
Vargas and Adhemar de Barros, If these two could clarify their plans and their 
relationship to each other, the Brazilian situation would immediately become 


much clearer, 
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ECONOMIC AND FINANCIAL MISSION TO PERU 
Report by 
Richard F, Behrendt 


By a decree of June 28, 1949, the President of the Military Junta of the 
government of Peru, General Manuel A, Odrfa, authorized the formation of an 
Economic and Financial Mission to be contracted by the Minister of Finance and 
Commerce through the Peruvian Ambassador in Washington, This step was consic- 
ered necessary in order to aid the Peruvian government in coping with an 
economic situation which had become increasingly acute, The international 
value of the currency had been declining almost continuously to the point where 
the U, S, dollar was worth about 20 soles in the free market, Exports were 
decreasing in dollar value, and in some commodities, such as-minerals, also in 
volume, Government financing of budget deficits through the Central Bank had 
caused a drastic expansion of bank credits which, however, had largely remained 
concentrated in the metropolitan area of Lima and had not brought about a pro- 
portionate increase of production, With export trade stationary or even 
declining, imports, many of them nonessential goods, had increased since the 
end of the war and had caused rapid spending of foreign reserves, particularly 
of dollarsrwhich Peru had accumulated during the war years, However, Peruts 
terms of trade had been much less favorable than those of other Latin American 
countries and the country had not experienced, during and after the war, any 
noticeable expansion of its exports of leading commodities such as cotton, 
sugar, petroleum and ores, In the absence of sizeable foreign investments and 
loans, a number of ambitious development projects sponsored by the government 
were financed by public funds, most of which could not be made available from 
the regular budget and therefore caused increasing budgetary deficits, 


Expensive social security measures, often without due regard to the narrow 
limitations imposed by the underdeveloped national economy, had caused higher 
production costs, discouraged new investments, and placed Peruvian export indus- 
tries in an unfavorable competitive position in the world market, 


All these factors caused a drastic inflationary trend, with the cost of 
living in 1948 reaching an index of 334 (1937 = 100). The government had been 
trying to counteract the price rise by price controls and subsidies for import- 
ed food stuffs as well as by maintaining an official rate of exchange of 6,5 
a per dollar, or approximately one third of the free rate of exchange of 


Under regulations prevailing until December, 1949, all foreign exchange 
receipts had to be sold to the Central Bank at the official rate, while on the 
other hand the granting of foreign exchange for imports at the official rate 
was strictly limited, The unfavorable effects which this system caused on the 
country*s export industries were partly remedied by a provision enacted in 
December of 1948 permitting exporters to retain 55% of their foreign exchange 
receipts and to sell these in the free market, in the form of foreign exchange 
certificates, In August,1949, the exporters of minerals and of petroleum from 
the eastern region were entirely exempted from the obligation to convert their 
foreign exchange receipts at the official rate, 
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About the same time the government had also taken steps to stop inflation 
by restricting the expansion of monetary supply by balancing the government 
budget and limiting commercial bank credits, 


The Economic and Financial Mission, which started working in Lima late in 
August 1949, was headed by Dr, Julius Klein, a former Assistant Secretary of 
Commerce in the Hoover administration, and by Mr, Sidney de la Rue as Secretary 
General and acting chief in the absence of Dr, Klein, It included as senior 
members Mr, Malcolm Bryan, Vice Chairman of the Board of the Atlantic Trust Co,, 
Mr, Rex Pixley, as specialist in public administration and taxation, Mr, Robert 
Sammons, Chief, International Economics Division, U, S, Department of Commerce, 
Dr, Willy Feverlein of Dupont de Nemours & Co,, Dr. Robert Rennie of Johns 
Hopkins University, Mr. Herbert Hoover, Jr., Petroleum and Mining expert, and 
this writer, 


After approximately two months of intensive observation and analysis of 
the conditions in the country, the mission presented a partial, preliminary 
report to the government which included the following principal recommendations 
all of which were enacted by the government by decree-law of November 11, 1949, 
The official rate of exchange was suspended, with the approvel of the Interna- 
tional Monetary Fund, and no new parity was fixed for the time being until the 
sol could find a new level which would hold out prospects for stabilization, 
All exporters were granted foreign exchange certificates at the full value of 
their foreign exchange receipts, The abolition of the artificially low official 
rate of exchange had as logical consequence the elimination of all subsidies 
for imported food stuffs sere Dy meats, milk, fats, and a few mdedicines), 
which until then had been financed through part of the foreign exchange which 
the government received at the official rate from exporters, Only limited 
subsidies for wheat were continued, All price controls, except those on bread 
and fuel, were revoked. In order to compensate for the inevitable rise of the 
cost of living, a general wage raise of 20% on the first 400 soles of monthly 
income was decreed, 


It is, of course, too early to judge at this time the full effects of 
these measures, The rate of the national currency has gone up from a low of 
20 soles per dollar to approximately 15 in January, 1950, thanks to the larger 
amount of dollars now available in the free market, A much longer period will 
be required to bring about an increase of domestic production of consumer goods 
stimulated by the higher and more realistic prices now offered in the local 
market, The higher value of the sol can be expected to result in lower prices 
for imported commodities and of those do.nestically produced goods which use a 
large proportion of imported raw materials. On the other hand, prices of 
domestic focd stuffs in which Peru has been deficient in recent years and which 
had to be imported in large part, have increased substantially, although hardly 
above the black market prices which were frequently paid during the period of 
costly but inefficiently administered import subsidies and price controls. If 
the present policy of freedom from control is consistently adhered to, internal 
production of meats, milk, fats and other staple commodities will increase to 
the point where supplies will be adequate and prices can be expected to become 
‘More favorable to the consumers, In the meantime, a strict policy of keeping 
the government budget in balance, preventing excessive expansion of commercial 
bank credits, encouraging production increases for domestic consumption and 
export, by attractive prices and reasonable guarantees for capital investments, 
and maintaining the necessary minimum of import restrictions (which are at 
present administered through a list of prohibited imports from hard currency 
countries, should pave the way toward internal economic stability, 
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At present the Economic and Financial Mission is still engaged in preparing 
further recommendations to the government dealing with long-range issues, such 
as banking policy, taxation, reforms in public administration, the state corpo= 
rations, development banks and state monopolies, and requirements for the en- 
couragement of private capital investments, both national and foreign, 


The work of this Mission may have significance beyond Peru because it is 
the first, and so far only group of U, S, specialists working in a purely pri- 
vate capacity and independently of the U. S, government and any international 
or inter-American organization, which has been invited since World War II by a 
Latin American government to make recommendations on basic economic policy is- 
sues, The findings of this Mission, which so far have been heeded by the Peru- 
vian government, have decidedly tended to free the Peruvian economy as far as. 
possible from the shackles imposed upon it by a complex of controls and state 
interventions, It has repeatedly emphasized its conviction that the necessary 
expansion of production and exports, for the purpose of bringing about higher 
living standards for the Peruvian people, can be obtained only by encouraging 
private initiative and by holding out, to potential capital investors, both 
Peruvian and foreign, prospects for reasonable profits and freedom from 
unnecessary restrictions, This, and repeated declarations by the Peruvian 
government, show a significant difference between the new economic policy on 
which Peru has been launched and the increasing trend toward government controls 
and state enterprise which has been so conspicuous in Latin America and other 
parts of the world, 


THE IBERIAN PENINSULA 
SPAIN 


Secretary of State Dean Acheson this month announced a major shift in 
American policy toward Spain, In a letter dated January 19 and addressed to 
Chairman Tom Connally of the Senate Foreign Relations Committee, Acheson declared 
that the United States is prepared to support, but not to initiate, a United 
Nations resolution to end the three-year-old "diplomatic boycott" of the Franco 
regime, Acheson summarized the new State Department attitude toward Spain as 
follows: 


First, there is no sign of an alternative to the present government, 

Second, the internal position of the present regime is strong and 
enjoys the support of many who, although they might prefer another form 
of government or chief of state, fear that chaos and civil strife would 
follow a move to overthrow the government, 

Third, Spain is a part of Western Europe which should not be perma- 
nently isolated from normal relations with that area, 


The statement was not unexpected since Chairman John Kee of the House Foreign 
Affairs Committee had made a similar one a week previously with the apparent 
knowledge and approval of the Department of State, Secretary-General Trygve Lie 
reported that the change had actually occured last September when the United 
States delegation was given instructions to support the repeal of the U.N, 
disapproval measure should the issue be raised, The General Assembly resolution 
of December, 1946, recommended that member nations withdraw their Ambassadors or 
Ministers (not, as is commonly but erroneously supposed, "withdraw recognition", 
a maneuver unknown in diplomacy) as a gesture of moral censure of Franco Spaingun. 
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The repeal of this resolution will probably come up again before the next reg- | 
ular session of the General Assembly in the fall, although it may secure a place 
on the agenda if a special session is called to consider the Palestine question, 


The State Department reversal was based on recognition of the fact that this 
facet of its anti-Franco policy was a failure in that it had not produced a 
changed in the government of Spain, Although Acheson emphasized that the United 
States would stick by the 1946 U.N, resolution as long as it remains in effect, 
other nations have not been so considerate of the prestige of the United Nations 
and have already returned their ambassadors to Madrid or failed to re-call them 
at all. Argentine and the Dominican Republic maintained their ambassadors in 
Spain throughout the period, Marshal Eloy Ureta presented his credentials as Raul 
Porras Barranechea‘ts successor in the Peruvian Embassy during January, and 
Bolivia and Brazil have already named their representatives. Washington rumors 
have it that Secretary of the Navy Matthews, a staunch Catholic, will be con- 
sidered for the Madrid post in the event of repeal, 


The immediate reaction of the Spanish press was, of course, highly favorable, 
The Madrid papers published the text of Acheson's letter but carefully omitted 
the declaration that the reversal in no sense signified approval of the Franco 
regime and that: “It is difficult to envisage Spain as a full member of the free 
Western community without substantial advances in such directions as increased 
civil liberties and religious freedom and the freedom to exercise the elementary 
rights of organized labor." When intercepted foreign broadcasts made common 
knowledge of the omissions, the propaganda line changed and the criticisms were 
featured as “epistolary impertinences," Despite the fact that France and Great 
Britain immediately announced that they had no intention of following Acheson's 
lead, the Spanish Cabinet was reported to have reviewed the international situa- 
tion. to Spain and come to the conclusion that it was developing favorably, A 
disinterested observer might consider this to be unwarranted complacency in view 
of Spain's desperate economic plight, 


In recent weeks economic and political relations between Spain and Argentina 
have deteriorated to the point of rupture, This fact is significant when it is 
recalled that the Franco-Perén Trade Agreement, negotiated in October, 1946, was 
celebrated in Madrid with great pomp and circumstance by the representatives of 
both nations as a great and historical achievement, Under the terms of the 
agreement Argentina extended Spain a credit of 1,750 million pesos for which 
Spain agreed to construct ships, locomotives, and other capital goods for 
Argentina, A section of the port of CA4diz was designated as a free zone to 
handle these transactions and was renamed Port of Perén, The reported current 
crisis in Spanish-Argentine relations is more spectacular in view of the fact 
that the Peronistas claimed at that time that this was a special treaty arrange- 
ment between mother and daughter lands, now affectionate sister lands, It was 
reported that Spain had only to ask and Perdén would give, 


However, as the agreement was implemented it soon became evident that 
neither side had adhered to the terms, Spain complains that wheat shipments 
are insufficient and have become more infrequent; that the trade balances which 
Argentina was to remit to Spain for the use of its port facilities and ware- 
houses remain in the banks, and also that the Argentine peso is arbitrarily 
quoted in terms of Spanish currency, This manipulation of exchange rates was 
executed in order to counteract sterling devaluation which placed greater value 
on the Argentine peso in terms of Spanish currency, This exchange crisis has in 
turn redounded to the inconvenience of thousands of immigrants who have — 
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experienced reductions and delays in the transmission of remittances to their 
families, While the great mass of recent immigrants have come from Italy, many 
Spaniards are nevertheless affected, 

Argentina on the other hand claims that Spain has not delivered the ships 
and locomotives promised, and the Spanish government has been notified that no 
further shipments of wheat will be made to that country. In actual performance 
Argentina has extended three installments, totaling 1,050 million pesos, Now, 
despite the existing agreements, the Argentinian government regrets its inability 
to comply with the pact, 


A superficial glance at this incongruity would lead one to believe that 
there has simply been a falling out between two unscrupulous governments, but on 
closer observation the rupture seems to be more fundamental, 


Argentina's severance of trade with Spain is a problem arising from a serious 
dollar shortage and a devaluation of the peso, As a result, the Spanish govern- 
ment is no longer able to purchase cereals unless it can pay with dollars and 
barter with mercury, coal, and olive oil, Moreover, this rupture of relations 
marks the virtual collapse of another of the big trade treaty structures in the 
Perén Five-Year Plan, The pact with Great Britian has been virtually reduced to 
a barter of beef and oil, 


This transformation of Argentine economy has in turn had a crippling effect 
on the Spanish government's trade structure and has placed that government in 
a vulnerable and embarrassing position, When Perdén refused to continue wheat 
shipments, Franco was immediately obliged to expend the remainder of a $25 mil- 
lion ,loan extended by the Chase National Bank for purchase of wheat, and in 
addition to dip into his rapidly dwindling gold reserves, Nevertheless 50,000 
tons was purchased from the United States and Canada at a lower price than that 
obtained in Argentina, though Spain would rather pay more and use pesos than 
exhaust its gold dollars, 


As a result of this crisis, Franco Spain has been feverishly negotiating for 
trade agreements involving the purchase of wheat with the United States, Canada, 
Pakistan, Australia, Egypt, and, if latest reports can be given any credence, 
with its arch-enemy Communist Russia, 


According to reports, the Spanish government is anxiously striving to obtain 

American wheat credits so as to hold Argentina at bay, On the other hand the 
La Plata government is also anxious to retain one of its biggest markets, and, 
although it is financially unable to continue treaty credits, it has given in- 
structions to the ambassador in Madrid to seek some compromise, Spain has 
appointed its eminent economist and diplomat, Emilio Navadscuez, as ambassador to 
the Argentine government, and both sides are striving to maintain friendly 
diplomatic relations, However, the mission switches and changes in representa- 
tives seem to presage further ill developments, "Our relations with Spain," 
pe some Argentine officials in Madrid," are worse than those with the United 

ates," 


Some agreement will probably be reached, but Argentina cannot afford to 
continue exports at the rate of 10 pesetas for every peseta of Spanish imports, 
and trade in effect has practically ceased between the two countries, As an 
Argentine economist recently stated: "The Perén government has for the past 
four years supported Spain, now[ speaking of the U,S.] it is your turn," 
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A United States dollar loan, both large and seon, would appear to be Spain's 
only hope of staving off economic disaster, On January 16, Spain obtained a 
$12 million loan from the Chase National Bank of New York and thus got the re=- 
quired cash to purchase desperately needed wheat; Spain's international credit 
js so bad that immediate payments in American dollars are the only terms avail- 
able to Spain in the world market, As collateral for the loan, the Spanish 
government was forced to deposit $12 million in gold from Spain's currency 
reserve, These gold reserves are now estimated to be reduced to considerably 
less than $120 million, or below the previously estimated minimum, How much 
further this reserve may be lowered without completely undermining the peseta 
depends on the effectiveness of government controls in Spain, One ominous note 
was the postponement until April of one government bond issue due in January, 
Spanish hopes for a quick loan were somewhat bolstered by Acheson's estimate of 
the Spanish comestic situation in the aforementioned Connally letter. 


PORTUGAL 


In contrast to the violent storm which lashed the Portuguese shores early 
in January and sent all ships to seek refuge in Portugal's crowded ports, the 
political scene in Dr, Salazar's corporate state remained relatively calm, 
Rumors of possible cabinet changes were heard, but so far the only change has 
been the resigr.ation of Dr, Pedro Teotonio Pereira as Portuguese ambassador to 
the United States, Nothing is known about his successor; it is believed that 
the choice will depend upon the results of the rumored cabinet reshuffle, It 
is almost certain that Dr. Pereira will not take a position abroad; he wants to 
remain in Portugal and attend to private interests: and to his family after many 
years of foreign service, Dr. Pereira was Portuguese ambassador in Madrid dur- 
ing the Spanish Civil War and played an important part in the orientation and 
execution of Portugal's Spanish policy of aiding Franco’s forces, He is still 
a very influential man in Portuguese politics and is supposedly a confidant of 
the dictator, This close association has given rise to reports that Dr, Pereira 
will become Salazar*s principal aide and adviser, and that new cabinet posts 
will be created to facilitate this, ‘ 


In order to comply with North Atlantic Pact commitments, a larger defense 
budget has been planned, More funds are also being allotted to help ameliorate 
the inadequate primary and technical school facilities which persist in spite of 
20 years of so-called progressive corporate rule, 


The mild optimism recently felt in Portuguese business circles became more 
tempered as the new year began with increased consumer resistance to the current 
high price levels and with decreased trade activity, The reviving effect of the 
newly negotiated trade treaties is still to be seen, Even with E,R,P. assistance 
Portugal's adverse trade balance will continue. The best that is hoped for im- 
mediately is to reduce imports to 9 million escudos, and the present state of the 
world market does not warrant hope for more than 5 million escudos in exports. 

Of the difference, the E,R,P. will take care of a little more than 1,500,000 
escudos, Portugal's credits abroad always have been based largely on sales of 
cork, olive oil, naval stores, and sardines, This past year's exports were some- 
what lower because of the world-wide slackening in the demand for these products, 
Partly offsetting this unfortunate development is the increase in domestic wheat 
production, an important Portuguese import, 
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Two primary fields of economic life are continuing to receive Salazar's 
concentrated interest -- the hydroelectric program and the problem of colonial 
development, The power program is based mainly on the construction of new dams 
such as the one half-finished at Castelo do Bode, It will be one of the biggest 
in Europe and is expected to produce 250 million kilowatt hours, thereby furnish- 
ing 25% more power for the nation, Salazar's program of development for the 
colonies was responsible to a large degree for the extension of E,R.P, credits 
to Portugal, Portugal has been spending and is going to spend more than it can 
immediately afford in an effort to make its African possessions profitable, 
Fortunately the importance of Africa to Europe was realized by the United States 
and E,R,P, officials, Most of the E,R,P, funds being utilized in the Portuguese 
African colonies are for transportation improvements, especially those which 
will benefit the colonies of other E,R.P,. nations; the Beira port and railway 
outlets for the products from the Rhodesias and even from parts of the Belgian 
Congo, whence the United States is obtaining strategic reserves of chromium, 

It is said that the United States would welcome a general speed-up of production 
in these vast territories, not only for the sake of Portugal's food supplies 
but because of valuable ores such as manganese, 


Persistence in pushing the African projects during an adverse year at home 
also has caused the government to take measures of economy that have not added 
to its popularity. One of the least welcome of these has been the slashing of 


the list of state employees, 


The government of Portugal is continually under fire on account of its 
totalitarian character, A measure of the importance it attaches to its African 
developments can therefore be had from the fact that it risked increasing its 
unpopularity (more widespread than Salazar would have the rest of the world 
believe) through these dismissals which made financially possible the contin- 
uation of the African program, It may be that the alleged disaffection in 
government circles and the rumored cabinet shakeup may be due to this over- 
emphasis on the colonies and the bureaucratic ramifications deriving from this 


policy, 


The United States, Britain, and France, who constitute the Tripartite Gold 
Commission for the recovery and reallocation of the gold looted by Nazi Germany, 
have given Portugal another major economic worry. They demand that Portugal 
return $55 million in gold acquired from Nazi Germany during the war, Portugal 
refuses to negotiate, asserting that this gold represents legitimate payment 


by the Germans for goods supplied during the war, 


In the field of Portugal's cultural relations with other nations there 
have been some cold blasts coming up from Portugalts Latin American counterpart, 
Brazil, The chief criticism seems to be aimed at the overemphasis placed by the 
Portuguese government on disseminating political propaganda and apologia, to the 
neglect of Lusitanian artistic and literary achievements, The Brazilians ask 
for more of Camoes* lyricism and less of the propaganda minister Anténio Ferro's 


"party-line eulogies," 
MEXICO 
The end of the year produced a variety of assertions by men active in 


Mexican public affairs, The President, Miguel Aleman, made a non-committal 
address wishing the nation a happy New Year and advising his countrymen to 
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have faith in the future and in their daily work, The finance Minister, Ramén 
Beteta, apparently pleased with the financial situation, said that Mexico's . 
economic problems were caused mainly by a rapid and healthy growth, In addition, 
he said that he noted "a quickening of the rhythm of investments and greater 


movement on the stock exchange," 


As might be expected, those opposed to the present regime were neither so 
calm nor so cheerful. Luis N, Morones, leader of the officially-discredited 
Confederacién Regional Obrera Mexicana (C.R,0O,M,) created some discussion when 
he denounced as "subjects of Stalin™ a group of prominent Mexicans which ine. 
cluded the following: Luis Padilla Nervo, representative of Mexico in the United 
Nations; Luis Quintanilla, president of the 0,A,S,; Luis Garrido, rector of the 
Universidad Nacional Autonéma; Martin Luis Guzman, editor of Tiempo; Diego 
Rivera and David Siqueiros, artists. Vicente Lombardo Toledano was flatly 
accused of being the agent of the Cominform in Mexico, 


Such a denunciation directed against many of these men constituted a very 
serious charge, but most Mexicans take for granted the eccentric and often 
tasteless behavior of the two artists mentioned, Lombardo Toledano is in a 
rather different position, He replaced Moreyes as the government-approved 
head of Mexican labor in 1939, with the formation of the Confederacién de 
Trabajadores de Mexico (C.T.M.). His influence, however, has been steadily 
declining since the inception of the administration of Avila Camacho in 1940, 
and his Partido Popular (P.P.) made a disastrous showing in the last elections, 
The lengths to which a man may go to recever lost power and prestige are 
problematical, but deserve consideration, Lombardo Toledano returned recently 
from a meeting in Peiping, China, of a Communist-directed World Federation of 
Trade Unions, of which he is vice-president, In a subsequent address to 
representatives of the Partido Popular, he maintained that the party was organ- 
ized neither as a radical nor a conservative organization, but as a party of 
the Mexican people, He asserted that Mexico finds itself next to the United 
States, and "the fight against this fatality of history is the only historical 
reason for the Partido Popular," 


The Communist influence in Mexico is believed to be declining, but the 
government is still worried about its role in the eventuality of a national 
emergency, The Communist party is outlawed, but its members supported the 
Partido Popular in the last elections, The government is taking steps to rid 
its bureaus of Communist sympathizers, Communistic motivation has been blamed 
for the recent threats and demands of the petroleum and railway workers, The 
oil workers! wages were raised as a result of the agitation, but the demands of 
the railway workers could not be met, since 87% of the national system's gross 
receipts already goes for wages and benefits, 


The Third Inter-American Philosophic Congress which met in Mexico City 
under the auspicies of UNESCO held a series of debates and discussjons on such 
topics as "scientific knowledge" and "North American philosophy," The subject 
which aroused the greatest amount of interest and discussion, however, was that 
of existentialism, One of the students of Jean Paul Sartre, Jean Wahl, had 
been especially invited to elucidate his philosophy. Despite all of this, there 
appeared to be considerable opposition to the doctrine, both on the part of 


Mexicans and of foreign delegates, 


The new semi-official economic agency, CEIMSA, (Hispanic American Report, 
Vol, III, No, 1) has received a good deal of criticism, Many Mexican business 


men looked with alarm at further government interference in their commercial 
dealings, Much of the criticism undoubtedly arose out of an uncertainty as to 
the exact nature of the powers of the new corporation, Ramdén Beteta himself 
announced that he was “in agreement" with some of the objections raised by the 
business men and agreed to present their points of view to the President, 
Later, Eduardo R, Ampudia clarified some reasons for the new organization, He 
denied that a state monopoly had been created, claiming that it wes largely a 
method of facilitating Mexican foreign commerce with many Buropean countries, 
which is on a barter basis, As an example, he cited a hypothetical case: if, 
for instance, a group of rice growers should exchange their products abroad for 
some dredges, they would have to set up a dredge~selling agency in Mexico to 
obtain their money, In such a case the CEIMSA would pay the rice growers and 
sell the dredges, The agency is likewise supposed to prevent Mexican producers 
from competing with each other in foreign markets and thus lowering the prices 
of Mexican products abroad, 


The policy of barter arrangements with countries short of dollars is likely 
to become increasingly important, It is imperative that Mexico stop the serious 
dollar drain on the economy, The import restrictions established in 1945 did 
little good because so many concessions were granted to "favored" importers. 
Barter agreements have been established with Italy and Holland, and arrangements 
with other countries on a similar basis are being studied, 


Toward the first of January several Cuban officials were decorated by 
Mexico, The President, Prio Socarrds, received the Aztec Eagle, Mexico's high- 
est award, Some time later it was announced that negotiations were under way 
for an important trade agreement between the two countries, in which Mexico 
would export about $15 million worth of goods, It is contemplated that many 
articles which Cuba now obtains from the United States, Europe, and other Latin 
American countries will be purchased in Mexico, The latter country is carefully 
considering a list of Cuban items which can be imported without competing seri- 
ously with any native industry, 


The henequen growers in Yucatdn were seriously dismayed early this year 
when they discovered there was an apparently unmarketable surplus of 300,000 
bales, Many of their worries were lessened considerably when 200,000 bales 
recently were sold to U.S, cushion and cordage makers, The henequen growers 
attributed their good luck to the sustained production of high-quality fibers 
and especially to the use of"selling missions" to the United States, The 
industry is planning to continue this selling technique, 


A new food processing plant which has been described as "the most modern 
in the world" is under construction in Monterrey, The Anderson Clayton Co., 
which will finance the plant out of profits acquired from 27 years of operation 
in Mexico, made elaborate plans to insure the success of the enterprise, The 
company spent 18 months interviewing 6,000 housewives in all parts of the coun- 
try to determine their preferences in foodstuffs, The plant will produce mar- 
garine, vegetable lard, cooking and salad oil, salad dressing, and peanut butter, 
A 14 kilometer pipeline was installed to provide natural gas for the burners, 
An intensive training program has been put into effect so that the plant can be 
staffed almost entirely by Mexicans with the exception of a few foreign 
technicians, 


In 1936, under a decree by President Lazaro Cardenas, taxi licenses were 
limited to 5,000 individually-owned cabs, Recently however, this tight little 
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monopoly was threatened, The Mexican Supreme Court discarded Cardenas* decree, 
and shortly a brand new fleet of 150 Marfil Marrén taxis appeared, The new 
company specialized in luxury service and did everything possible to satisfy 
its patrons, Electric razors were even installed in the cabs and the morning 
papers were made available, But many felt these special services were carried 
too far when on one occasion free rides were offered to the residents of the 
city's Old Ladies* Home, The aggressively leftist Club de Choféres Lazaro 
Cardenas (1,200 drivers) retaliated by inviting the entire populace to tour the 
city free of charge, The same afternoon they held a meeting under the windows 
of the Casa Crema, Mexico's White House, although the President was not in 
attendance, The police, after breaking up the group, arrested 111 for dis- 
orderly conduct, As the news spread, the remaining Cardenas drivers rushed 
downtown, stoning and overturning Marfil Marrén cabs,. The larger and more con- 
servative Cab Drivers’ Syndicate joined them in a general strike, By nightfall 
no cabs were available on the streets of Mexico City, 


The next morning, an indignation meeting of 700 drivers was broken up with 
tear gas and clubs by the city’s traffic chief, General Antonio Gémez Velasco, 
Two drivers were trampled to death, 23 badly injured, and 366 imprisoned, By 
the evening of January 4, almost normal service had been restored, as Federal 
District Governor, Fernando Casas Aleman, spoke with representatives of drivers?t 
unions, He ordered conditional release of the imprisoned drivers, but he 
showed no sympathy for their demand for the resignation of the chief of police, 
He said he would consider limitation of the number of cabs, recognize a dele- 
gation to be named as a bargaining agent for cab companies, and grant the 
request that drivers be allowed to install meters of their own preference, 
providing it was done within 45 days. He maintained, however, that he was 
powerless to deal with one of the drivers’ principal complaints: the high 
price of gasoline, 


PEMEX announced that 300 wells would be drilled this year to step up 
Mexico's crude oil production to 250,000 barrels a day as compared to the 
present 185,000 barrels, It also stated that by 1952, when the present admin- 
istration leaves office, it is hoped that production will have attained the 
350,000 barrel-a-day mark, PEMEX added that in 1948, 83 new wells were drilled, 
while the year 1949 brought forth 180, 


By the last week of January, Tortuguero No, 1, Mexico's first offshore oil 
well (Hispanic American Report, Vol. III, No, 1) began test production of 5,000 
barrels a day and 5 million cubic feet of wet natural gas, Antonio Bermidez, 
the director of PEMEX, was chiefly responsible for the reappearance of U, S, 
oil operators in Mexico, Under his leadership great improvements have been 
made in the Mexican oil situation, CIMA (Mex-American Oil Co.) organized by 
Signal Oil and Gas Co,, the American Independent Oil Co., and Edwin Pauley, was 
allotted areas in Tabasco, Campeche and Veracruz, Tortuguero No, 2 will be 
drilled within several weeks, After payment of the original investment, the 
American investors will receive from 15% to 18 1/4% of the income from the 
wells for 25 years, Bermidez stated that three new contracts with the U, S, 
would be announced within 60 days, 


The threatened strike against the most important sugar producers was put 
off from December 22 until February 22 to give the government-appointed com- 
mission time to study the problem, Sugar growers did not do as well as 
expected in 1949, mainly because of the drought, The producers maintain that 
they cannot give the 50% increase in wages that the workers demand without 
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raising domestic prices which are now 4,4¢ per pound. The Mexican government 
has insisted that it will not permit any rise in domestic prices. 


A record vegetable shipment to the U, S, of 14,000 tons is expected from 
the Valle del Fuerte in Nuevo Leén, Tamaulipas. The other big vegetable pro- 
ducing area, between Texas and Nuevo Ledn, anticipates a production of about 
1/4 that of Valle del Fuerte, 3 


The difficulties between the government and the Tampico Packing Company 
have been settled, at least as far as the government is concerned, The company 
was ordered to cease killing cattle for packing purposes without specific gov- 
ernment permission, This step has been taken because of the local shortage of 
meat in certain areas, Since foreign markets pay more than does the domestic 
market, indiscriminate exportation has created a scarcity. 


‘The Black Fly (Mosca Prieta), which has infested Mexican citrus groves in 
the last few years and inflicted heavy damage, has been until recently no 
closer to the U, S, border than 200 miles, However, members of the U, 5S, 
Bureau of Entomology's Mexican Fruit Fly Project report that it has advanced to 
within three miles of the U. S, They stated that the fly had been found in 
Matamoros, just across the Rio Grande from Brownsville, the center of the 
valuable Texas citrus industry, Immediately Texas placed a quarantine upon the 
economically important Mexican citrus shipments into the country, Dr, Rafael 
de la Colina, the Mexican ambassador to the U, S,, appealed to the Department 
of State to intervene in the affair, He stated that he had reason to believe 
that Texas was violating the commercial agreement of 1942 between the U, 5S, and 
Mexico, Some Mexican sources claim that the Black Fly has practically been elim- 
inated from the Mexican groves through organized control methods and precautions, 
but the Texans insist otherwise, This quarantine is especially restrictive for 
Mexico at this time, for owing to the stringent campaign against contamination, 
the damage was slight in 1949, and the present crop is expected to be the big- 
gest in years, Whatever the situation may prove to be, the Black Fly presents 


a distinct menace to both countries, 


An interesting territorial problem is involved in the recent legal action 
of the government against the Rancho de las Palomas, located along the U, S.- 
Mexican border to the west of Ciudad Judrez. The history of the tract of land 
goes back to the days of Porfirio Diaz,. From 1882 to 1855 a group of Mexicans 
secured title to the land through concessions from the government, On August 3, 
1885, title was transferred to a Mexican livestock company, in reality a sub- 
sidiary of an American company, In 1928 the government nullified the conees- 
sions made in 1882 to 1885 and ordered the lands expropriated, Since the real 
owners were Americans, the Mexican government was obliged to pay an indemnity 
for the land, In 1944, after the last of the payments had been made, the 
Mexican company was dissolved by its secretary, a Mexican citizen, who then 
proceeded to get control of the 750,000 hectares of land again, through 
simulated purchase, He then rented the property to the former American owners, 
who made every effort to represent themselves as the legal owners, After con- 
Siderable litigation, begun in 1945, the Supreme Court voted on January 17 that 
the land should be taken over by the government and distributed according to 
the best interests of the nation, It is expected that many other large holdings 
Will be affected by the recent decision, The Constitution of 1917 expressly 
forbids foreigners to own land within « distance of 100 kilometers of the 
border, So many Americans hold property in violation of this provision that a 
prominent Mexican general has stated that the border between the United States _ 
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and the state of Coahuila in Mexico was "not the Rio Grande but the Rio 
Sabinas,"* Stimulated by the recent court decision, the Mexican government will 
undoubtedly proceed against other such huge properties held in violation of the 
constitution through the collusion of Mexicans, 


Nationalistic feelings of some Catholics have been aroused by the celebra- 
tions in the northern part of the country in honor of the Virgin of Fatima, 
They find in the image a competitor to the Virgin of Guadalupe, the patron of 
Mexico, On more than one occasion, the Portuguese Virgin has been received 
with hostile shouts of: "Viva la Virgen de Guadalupe!" 


Another religious object was the cause of a recent disturbance, A cruci- 
fix which allegedly contained a piece of the cross upon which Christ was 
crucified was displayed successively in several churches in Mexico City, 
Thousands of devoted worshippers filed through these churches to kiss the 
relic, In San Francisco Church, one schoolteacher, moved by religious fervor, 
attempted to cut a fragment from the cross, In a few seconds the worshippers 
became a raging mob, The teacher was barely saved from being lynched by the 
intervention of church officials and the poliee, The Ministry of Health claims 
that the Catholics made a grave mistake in displaying the cross to the public, 
for, he contends, the cross, instead of being a worker of miracles, is a 
carrier of disease, Not able to restrain the faithful from kissing the reli- 


quary, he ordered that the church have an attendant on constant duty, washing 
it with a sponge soaked in alcohol, 


CENTRAL AMERICA AND PANAMA 
GUATEMALA 


Officials of the admittedly leftist Guatemalan government vehemently 
denied charges that Russia possesses secret refueling bases for submarines in 
Guatemalan waters and hidden short-wave transmitters inside the country, 
Kenneth De Courcy, the London journalist who last year predicted that Russia 
would explode an atomic bomb, claimed to have information that one Russian 
base was already in operation just off the coast and that great sums of money 
were being sent to Russian agents in Guatemala for the purpose of making 
arrangements with officials within the Arévalo government for further installa- 
tions, De Courcy also claimed that local.Soviet agents were in direct radio | 
communication with Moscow, The reports were widely repeated and widely denied, 
Guatemalan officials ehose to use the technique of “laughing off" the reports, 
but the jokes were not very funny and the laughter was a bit too jolly, After 
reading some of the denials it was difficult not to begin wondering if perhaps 
there might be something to the slightly fantastic reports, after all, 


The national elections to be held later this year are already causing 2 
good deal of political activity. The hopeful parties are courting the labor 
unions in an effort to line up their support, Some leading unions recently 
joined with Lombardo Toledanots waning Latin American Labor Conference, Arti- 
cles and editorials in capital newspapers have urged the formation of political 
action committees to work for labor's rights and to combat pernicious American 
influence, Strong but unconfirmed rumors say that a number of foreign concerns 
have agreed to make substantial efforts toward effecting a change of adminis- 
tration in Guatemala, A hotly contested campaign seems to be in the offing. 
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EL SALVADOR 


Contracts are expected to be let soon for the Lempa River hydro-electric 
project, and construction should begin in the spring, Bids for materials and 
equipment will be received from several countries and not just from the United 
States as has been the previous practice on projects financed by loans from the 
Reconstruction and Development Bank, This unusual liberality of conditions is 
probably a result in part of El Salvador’s increasingly stable financial situ- 
ation, At the end of November, 1949, gold and dollar holdings in the Central 
Reserve Bank were $33,571,481, about 22% above the total for November 30, 1948, 
Furthermore, while crop losses from heavy rains were expected to reduce the 
number of bags of coffee next year, the dollar value of the country’s main cash 
crop was expected to be higher than that of last year's crop, most of which was 
sold before the recent spectacular price rises, 


The national budget for the new fiscal year reaches the unusual total of 
7757775771677 Colones (about $31,100,000), Culture, national defense, and 
public health will each receive 8 million colones; 16 million will go for 


public works, 


HONDURAS 


When aging dictator Tiburcio Carias Andino turned the government over to 
his hand-picked successor, Juan Manuel Gdlvez, last autumn, everyone expected 
that it would be "business as usual" under the new regime, President Galvez 
apparently had other ideas and proceeded to give Honduras the most democratic 
and liberal government it had had in a long time, After a brief period of 
stunned silence the old party bosses took their complaints to Don Tiburcio, 
still the strong man, only to find that he refused to interfere with G4lvez? 
administration, It would be unrealistic to suppose that strenuous efforts will 
not be made to oust unorthodox Galvez, but as long as he has the support of 
Carias Andino his position seems. secure, and meanwhile, the people of Honduras 
are.the beneficiaries, | 


Rumors of a threatened cabinet crisis early in January failed to material- 
ize, Although there have been a number of changes in high public positions, 
there appears to be no strong attempt to influence Gélvez by threats of mass 
resignations as had been suggested, 


Congress is considering establishing a national tourist bureau in the 
Ministry of Foreign Relations, Functions of the bureau would be to attract 
visitors and to facilitate their entry and circulation, 


Nicaraguan newspapers charged that Honduras was cooperating with a so- 
called "Arévalo-Prio axis," thus forcing Nicaragua and El Salvador closer 
together for mutual security, The charges were denied, and the officially warm 
feelings of Honduras toward Nicaragua were affirmed, 


NICARAGUA 


The Independent Liberal party of Nicaragua recently sent to the United 
Nations Commission on Human Rights a long document accusing dictator Anastasio 
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Somoza generally and specifically of violating all the articles of the Declara- 
tion of Human Rights, Cases were cited where individuals had been deprived of 
their freedom and variously mistreated, The paper was simply an exposition of 
facts with no definite recommendations for action, 


Nicaraguan university students reacted strongly against the imposition of 
a new fee for taking university examinations, The amount, $120, is considered 
exorbitant and far beyond the resources of most of the students, Protests to 
the Minister of Education and to President Victor Roman y Reyes brought no 
relief, With commendable practicality the students decided to present a peti- 
tion to the Minister of War, General Somoza, If no help is forthcoming from 
that direction, a general student strike is planned as a last resort, 


A visit to Nicaragua by a five-man air force mission from El Salvador and 
an announced visit by millionaire José Pozuelo, intimate friend of President 
Otilio Ulate of Costa Rica, have given rise to rumors of alliances, or at least 
of friendly alignments against the supposed threat from Guatemala and Honduras, 


COSTA RICA 


On January 20, two members of the United States House of Representatives 
who attended the inauguration of President Otilio Ulate last November reported 
on the floor of the House that Costa Rica was proud of its friendship with the 
United States and of its own long tradition of democratic ideals, They further 
declared that the Central American republic was a model of good government. As 
if in vindication of the friendly words, Costa Rica again abolished its army, 
leaving defense in the hands of the police force, Any tension remaining from 
the 1948 revolution and the subsequent rule by a junta under José Figueres was 
fast subsiding, At least the government seemed to think so, The new budget 
provided $3,250,000 for education, $1,750,000 for public works, and only #1 mil- 
lion for police and defense, 


On December 31, 1949, the Legislative Assembly approved a new contract with 
the United Fruit Company, Provisions relative to the use of and dealings with 
local labor appear to have been strengthened somewhat over previous agreements, 
Nevertheless some opposition was reported from groups who felt that concessions 
to the company were excessive and that approval was hasty and ill-considered, 


PANAMA 


According to an announcement early in January, President Arnulfo Arias has 
no desire to retain his high office after the expiration in 1952 of the term he 
is now serving, President Arias says that he feels that recent events have vin- 
dicated him in the eyes of the nation and he is satisfied, Not satisfied was 
former Minister of the Interior José Daniel Crespo, He petitioned the Supreme 
Court to set aside as illegal the act of the electoral board which last November 
24 proclaimed Arias legally elected, Crespo bases the claim of illegality on 
the fact that only five of the regular members of the board took part in the 
decision, and he says that the five alternates acted without authorization, A 
day or two after making the charges, Crespo was arrested for attempting to over- 
throw the government, He was released three days later, In spite of this mild 
flurry and a number of changes among appointed officials, there is no apparent 
Serious unrest or crisis, | 


THE CARIBBEAN REPUBLICS AND PUERTO RICO 
CUBA 


A conference of U, S, ambassadors was held in Havana this month, For three 
days the ambassadors from the Caribbean area met with Edward G, Miller, Jr,, to 
discuss the U, S,-Latin American problems and policies, Though Miller stated 
that the conference was intended to consider all the situations affecting the 
Caribbean area, special attention was paid to the strained relations existing 
between the Dominican Republic on one side and Cuba, Haiti, Costa Rica, and 
Guatemala on the other, A second inter-American problem was of an economic 
nature and concerned President Truman's Point Four Program, The United States 
with its enormous political and economic rights and privileges has constituted 
an important influence on the awakening social consciousness of Latin America, 
The high U, S, standard of living is frequently the underlying cause of modern 
revolutions in Latin America, because the less privileged South American coun= 
tries are struggling to better their way of life with the U, S, as a model, The 
conference further reported on political developments in Latin America favorable 
to democracy and recognized with approval the continued political stability in 
key democratic countries such as Cuba, The American diplomats seemed to wish to 
prove that, in spite of Communist propaganda, the U, S. is doing more than ever 
to further democracy and to help Latin America; to quote one reporter, Washing- 
ton was "courting" Latin America in Havana, 


Cuban sugar news is focused on the proposed allocation of the expected 
1950 crop, Early in the month Cuba announced that the 4,750,000 long tons esti- 
mated for 1950 would be distributed as follows: 2,600,000 tons for the U, S., 
925,000 for the world free market, 225,000 for Cuban domestic consumption, and 
1,000,000 tons as "reserve," Later in the month, however, at the request of the 
Cuban Sugar Stabilization Institute, headed by Manuel Aspuru, President Prio 
Socarrds signed a decree transferring 1,000 tons of the reserve sugar to the 
world free market quota, This is undoubtedly part of the 200,000 tons reported 
to be already in the process of being added to Cuba's world quota of 925,000 
tons, 


With the 1950 quota larger than 1949, obviously the continued sharp advance 
in world sugar prices is caused by a strong demand. Currently the difference 
between the world and U, S, spot raw sugar prices is about 35¢ per 100 lbs, The 
1 million ton Cuban reserve can be drawn upon to increase the U. S, quota, but 
as long as a substantial quantity of this special reserve quota remains, it 
seems unlikely that hoarding will occur, If and when, however, almost all of 
this special reserve quota is sold, an entirely different situation might result, 


Cuba is continuing the rigorous campaign to protect its growing industries 
and to free itself from a one-crop economy, In the near future Cuba, long one 
of the best markets for U, S, rice, will double import duties on that product. 
The result will not be serious, however, since the cost of U. S, rice will rise 
only about lf per pound, This month, in retaliation to Spanish restrictions on 
Cuban products, Cuba has decreed that no more Spanish products shall be imported, 
This step is reported to have been taken with the hope of assuring a market for 
Cubats own sugar, tobacco, and various other products, Cuba's efforts to pro- 
tect its textile and rubber industries will result in the forthcoming re-negotia- 
tion between the U, S, and Cuba of concessions of cotton and rayon, nylon 
hosiery, rubber tires and tubes, and colored textiles, 
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Although election day is not until June 1, the question of the mayorship of 
Havana is already being hotly disputed, The two former presidents, Fulgencio 
Batista and Grau San Martin, are both supporting the reelection of present Mayor 
Castellanos, although the two men have been political adversaries for a long 
time, The other candidate in the news is Antonio Prio Socarrds, brother of the 
President, He is supported by the P.R,A, (Partido Republicano Auténtico) and 
the P, D, (Partido Democrdtico) both of which opposed the election of his brother 
as President of the Republic, 


HAITI 


After 13 months of controversy concerning the Dominican Republic's alleged 
participation in plots to overthrow the Estimé government, Haiti, on January 3, 
called on the Council of the 0,4,S, to invoke. the Rio de Janeiro Treaty of Recip- 
rocal Assistance, The latest episode, and the one which occasioned the protest, 
was the thwarted plot of December 19 to assassinate certain key officials, set 
fire to the capital, and place Colonel Roland in charge of a government friendly 
to the Dominican government (Hispanic American Report, Vol. III, No. 1), The 
Haitian accusation was presented to the President of the Council of the 0,A,5,, 
Luis Quintanilla, who called the group into what became a lively session, On 
January 6 it was decided that 1) a meeting of the Foreign Ministers of the 21 
American States should be called, but the date and place were not specified, 2) 
the Council should act as a consulting body until the foreign ministers should 
meet, and 3) a special fact-finding commission should be formed to make a care- 
ful "on=-the spot" study of the entire Caribbean situation, By January 9 a five- 
man group was selected, with José A, Mora, Ambassador from Uruguay, as elected 
president and representatives from Bolivia, Ecuador, Colombia, and the United 
States, After hearing testimony from representatives of Haiti, the Dominican 
Republic, and Cuba in Washington, the commission departed for those countries 
and Guatemala to gather evidence at first hand, 


The Bicentennial Exposition has created considerable enthusiasm in Haiti, 
It was believed that increased tourist spending and the rental of concessions 
and entrance fees would at least give some returns on the relatively heavy spend- 
ing of the government during the last two years, However, the fair has occas» 
ioned a marked rise in the cost of living in the Port-au-Prince area, due 
directly to the opening of new hotels and restaurants, The normal consumption 
patterns of food products have been broken by the great demands of these new 
enterprises, and higher prices have resulted, This situation was expected to 
become more pressing as the Caribbean tourist season reaches its high point, 


THE DOMINICAN REPUBLIC 


On January 1 Joaquin Balaguer, Secretary of Education, read a speech in the 
little town of Jimani, .President Trujillo this officially inaugurated the new 
province of Independencia, which borders on Haiti, Thus was called a further 
step in the nationalization of the western regions of the Dominican Republic and 
is obviously a part of the large defense program to make that country safe from 
attacks of known Caribbean enemies, Later in the month Trujillo said he was 
ready to abandon a $20 million annual armament program whenever he received 
"effective assurances" that he would not be attacked, Trujillo began his prepar- 
ations two years ago after Cuba dispersed an invasion force that had been raised 
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on Cuban soil, Now nearly 20% of the total expenditures is assigned directly 
or indirectly to the armed services, Little attention had been paid by the 
outside world to this arms program until Caribbean affairs suddenly seemed to 
become serious, Observers now report that the Dominican Republic has an army 
of 70,000 well trained men, many with automatic weapons, and in addition a 
small navy, and an air force considered large for Latin America, The navy con- 
sists of three destroyers, numerous corvettes and other light vessels, two 
floating dry docks, and an oil tanker, The air force consists of well over a 
hundred combat planes, Britain furnished the destroyers ahd many of the planes, 
while Brazil sold thousands of mortars and rifles, The United States has sold 
many goods except arms, but Trujillo has been able to obtain some U, 5S, planes 
and weapons, The Dominican Republic possesses a new munitions plant (Hispanic 
World Report, Vol, II, No, 9) and an oil refinery (ibid., No, 6). The army has 
been trained by a former sergeant of the U, S, Marines, the navy by former 
English officers with war experience, and a number of Dominican pilots are in 
England where they sare receiving instruction in jet-propelled aircraft, none of 
which Trujillo has as yet, It is little wonder, then, that Trujillo in expan- 
sive moments is reported to be boasting that he can destroy Havana in three 
hours and overrun Haiti in two days or less, 


A $600,000 plant to produce alcohol from molasses is being completed on > 
the banks of the Ozama River by U, S, technicians, Its capacity of 16,000 gal- 
lons a day can be increased to twice that amount, The government has moved its 
Department of Agriculture from Ciudad Trujillo to San Cristébal, where it will 
be housed with the Agricultural Institute and where all agricultural activities 
of the government will be coordinated, 


On January 19, Sostia, a 26,000-acre tract on the north coast of the Domini- 
can Republic, completed.10 years as a place of refuge and settlement for war- 
harried European Jews, At present it has a population of about 350 persons, 
That so few have stayed long has been a source of disappointment, Many so- 
called immigrants have quite frankly used their stay at Sostia as a stepping 
stone to the United States or some other country of greater. promise, The 
January 19 celebration included showings of agricultural and industrial products 
and prized Sostia cattle, which gave an indication of the achievements of 10 


years, 


New modifications in the tax laws, effective January 1, 1950 have been 
made public, The old 1 1/2% sales tax applied to both imported and domestic 
goods each time they changed hands and giving rise to difficulties in collec- 
tions and considerable evasions of payment was replaced by a single 5% tax 
based on gross value, Some goods are exempt from the new tax, and other rates 
will be applied to exports, The retail price of gasoline should go down since 
this import commodity is not subject to the new tax and the old tax will no 


longer apply. 


PUERTO RICO 


The complicated coffee measure passed last month by the Legislature in 
Special session was put into effect on January 29 by Governor Munoz Marin, The 
new law raises the price of unroasted coffee from 31¢ to 33¢ per pound and adds 
a tax designed to raise the sale price to equal the world figure, The new tax 
(now about 11¢) appears to serve two purposes: a) to raise the price of Puerto 
Rican coffee high enough to keep outside buyers out and thus conserve present 
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stocks for domestic use and b) to build up a fund to help rehabilitate the 
Island*s coffee industry, The law was promulgated after it was learned that 
the coffee supply was diminishing at an alarming rate and that growers were 
reluctant to sell at the low, government-controlled prices in the face of the 
rise in the world market (Hispanic American Report,Vol, III, No, 1). Growers 
are said to be dissatisfied with the new measure since it does not give them a 
price conmensurate with the world figure and obliges them to make additional 
reports to the government, 


It was announced that an agreement between Puerto Rican growers and the 
Department of Agriculture had been reached for the E,C,A, to finance the pur~ 
chase of 220,000 tons of surplus raw sugar to be sent mainly to Germany, The 
price reported was 4,75¢ f.0.b, The biggest legal difficulty was how benefit 
payments could be made, since the sugar was not taxable in the United States or 
anywhere else, With this obstacle apparently overcome only the formalization 
of the agreement remained, Previous news of the E,C,A,*s intent to buy ran the 
sugar market up seven to eight points, 


It was learned that Governor Munoz Marin might go to Washington next month 
to discuss the Island's sugar problems and that he would take with him a pro- 
posal which, if approved by Congress, would permit Puerto Rico to write its own 
constitution, Dr, Fernos Isern, Resident Commissioner for Puerto Rico, said 
that such a measure might be presented at this session of Congress, Last 
summer it was believed that it would be futile to present this type of bill to 
Congress before 1951, Of course the Independence party (Partido Independentista 
Puertorriqueno) restated it position in the matter saying that "a free and inde- 
pendent Republic" is the only means of solving the problem of Puerto Rico'ts 
sovereignty. 


GRAN COLUMBIA 
VENEZUELA 


The biggest news from Venezuela is the announcement of the discovery of 
what is said to be the largest and richest known iron-ore deposit in the world 
in the desolate savanna land of eastern Venezuela, In 1945 the steel industry 
in the U. S, faced a serious problem because reserves of iron ore were running 
out fast, It was estimated that by 1970 the rich Mesabi Range in Minnesota 
would be depleted, Since the security of the United States depends on keeping 
a ten-year supply of iron ore in reserve, it was evident that new sources had 
to be found, 


An intensive and costly search from Sweden to Brazil was begun, although 
the area had been combed several times in the past, The search narrowed down 
to Venezuela where even Venezuelans thought the possibilities of finding iron 
ore in the hinterland were negligible, Some ore had been found east of the 
Caroni River, a tributary of the Orinoco, but none had been found west of the 
river, 


In 1945 a $185,000 aerial photographic survey of the area was carried out, 
resulting in the discovery of a 2,000 foot mountain, eleven miles long and one 
mile wide, 300 airline miles from Caracas, "Cerro Bolivar", as this mountain 
is called, proved to be rich in iron ore, Preliminary tests showed that the 
ore was 60% pure and subsequent tests yielded the highest results ever regis— 
tered, U, S, Steel filed claims immediately and within two weeks had obtained 


the ore rights to the mountain, Latest figures reveal that "Cerro Bolivar" 
holds 500 million tons and that the surroundings will probably yield nearly one 
billion tons of better quality ore than the fabulous Hull-Rust Mahoning mine in 
Minnesota, The Journal of Metals reports that Cerro Bolivar "contains more 
tonnage of iron than Hull-Rust ever produced or ever can. produce", 


The operations in Venezuela are under the management of the Orinoco Mining 
Company, a subsidiary of U, S, Steel, Four hundred million dollars will be 
spent in Venezuela in setting up the facilities to extract the ore, which will 
be carried on a belt conveyor 1,300 ft. down the mountain, The belt will move by 
the weight of the descending ore, and in the process enough electricity will 
be generated to supply the two to be built at the base of the mountain, Before 
the ore can reach the United States a 274-mile railroad across Venezuela will 
have to be built or the Orinoco River will have to be dredged, The plans call 
for the building of a fleet of 45,000-ton boats to transport the ore to a new 
steel mill to be built outside Trenton, New Jersey, 


The new Creole Oil Company refinery of 60,000 barrels daily capacity, re- 
presenting an ultimate $150 million investment, is nearing completion on the 
western shore of Paraguand Peninsula in western Venezuela, After three years 
of construction, the first unit started operation in January, Final completion 
of all equipment is scheduled for next fall, The decision of Creole to build 
this new refinery in Venezuela was the outcome of the 1943 Petroleum Laws, 
which require each oil company to refine within the country a certain percent- 
age of the oil produced, 


Venezuela has suffered a crisis in the production and distribution of 
food, partly because investors were diverting their efforts to other activities, 
such as oil production, real estate, banking, and importation of foreign goods, 
As a partial solution in Maracaibo, a large, modern self-service retail food 
store has been opened, One half of the stock is owned by private Venezuelan 
capital and the other half is U, S, capital, The new store carries a complete 
line of foodstuffs and is equipped with the latest technical devices for im- 
proved food handling and greater convenience to customers, The store is run by 
Anénima Distribuidora de Alimentos, which previously had opened an outlet in 
Caracas and plans other locations representing joint Venezuelan and United 
States investments, The farm company P,A,C,A,, with a capital of ten million 
bolivares ($3,333,000) is operating agricultural, livestock and poultry proj- 
ects, The Central Bolivar farm is located near Santa Barbara de Zulia, south 
of Lake Maracaibo, and contains 3,000 hectares, or about 8,000 acres, The farm 
is devoted chiefly to the cattle, swine, and milk program and the production of 
such staples as corn, bean, and plantains, 


A heavy infestation of boll weevil has been found for the first time in 
the principal cotton growing areas of Aragua and Carabobo, However, plans are 
under way to expand and mechanize cotton production, The Cotton Growers! 
Association, consisting principally of growers in the Maracay and Valencia 
areas, in cooperation with the Ministry of Agriculture, are outlining a cam- 
paign against the weevil and the pinkworm, Plans to expand and mechanize . 
cotton production are not expected to be affected by the insect problem, 


After a lapse of more than a year during which no immigration was per- 
mitted, the military Junta has decided to throw open the doors once again to 
Europeans, A special immigration agency was ordered to proceed to Rome, with a 
view to moving 100 Italian families a month to Venezuela, A similar agency is 
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already functioning for Germany and Austria, and it is expected another will be 
appointed shortly for Spain, A maximum of 400 European families will be 
selected each month and transported to Venezuela, where they will be helped to 
get a new start in life, In addition to the 400 families, enough individuals 
will be permitted to migrate to make a total of approximately 2,000 persons a 
month, During the period 1945-48 about 25,000 Europeans were admitted, When 
Gallegos was deposed by the Junta, immigration was stopped, The Accién 
Democrética government was accused of inefficient handling of immigration and 
of having permitted undesirable persons to enter the country, Under the 
present immigration laws preference will be given to Italians and Spaniards, 
since they are believed to be the most readily assimilable, In addition 150 
families from Germany and Austria will be sent by the International Refugee 
Organization in cooperation with Venezuelan agencies, France, Switzerland, 
Belgium, and the Netherlands have been assigned small quotas, Farmers, who are 
on the preferential list, will be allowed to purchase lands on liberal terms 
through the government-controlled Farm Bank, There is an urgent need to popu- 
late the interior which has suffered a great deal as a result of migration to 
cities and oil fields during the last 30 years, Next on the preferential list 
are technicians and engineers, Workers of all kinds will be admitted, but 
middle class business men will be discouraged unless they have special skills, 
Two objectives are sought: the peopling of the interior and the acquisition of 
skilled persons to correct the present one-sided economy in Venezuela, 


More than 20 persons were arrested in Caracas for creating a disturbance 
during the funeral ceremonies of Lt, Colonel Mario Vargas, Vargas was a promi- 
nent leader in the revolution that brought the Accidén Democrdtica party to 
power in October, 1945. He died in the United States and his body was taken to 
Caracas for burial, When the funeral procession was reaching the cemetery, 
some tried to start a demonstration in favor of Accién Democraética, Several 
persons were arrested, A few minutes later a second.disturbance took place at 
the entrance to the cemetery. It was also stated that the perpetrators tried 
to take advantage of the ceremony to carry out a political demonstration against 
the military Junta now in power, 


The reaction of some Venezuelans to Franco’s Hispanidad was demonstrated 
in Caracas when, at an evening poetry recital, tomatoes and eggs rained over 
four visiting Spanish poets, including Antonio Zubia 


COLOMBIA 


Doctor Alfonso Lépez, former President of Colombia and at one time a lead- 
ing liberal, has spoken out in defense of his party. He declared that he would 
not cooperate with newly-elected President Laureano Gémez, He pointed out that 
the election of last November and the acts that preceded it had ruined in a few 
months many of the things of which Colombians were most proud. 


Doctor Lépez accused the Conservative officials of carrying on a campaign 
of "economic persecution," He said that all Liberals were being removed from 
government positions and that factory foremen had been asked to discharge 
Liberal party members. Dr. Alfonso Lépez predicted an army of unemployed 
Liberals, As a solution to the problem Dr, Lépez urged "that more guarantees 
be granted and the army be reduced; more respect for citizens’ rights and less 
of a police foree; more laws and fewer emergency decrees," 
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Alfonso Lopez is considered one of the most astute politicians in Colombia, 
Both Conservatives and Liberals believe that there might have been a former 
understanding between Dr, Lépez and Dr, Gémez from the very fact that the gov- 
ernment allowed Dr, Lopez to publish such. lashing accusations against the 


Conservative party. 


President Ospina Pérez has announced the appointment of five new ministers 
who will substitute those that resigned December 30, 


A further change in the political reorganization was the appointment of 
Eliseo Arango to replace Fernando Londono as permanent chief of the Colombian 


Delegation to the United Nations, 


The membership of the State Advisory Board was increased from 7 to 10, 
Formerly there were five Liberals and two Conservatives, but now the addition 
of three Conservatives makes an even number from both parties, 


President Ospina Pérez added that the Colombian legation in Spain would be 
raised to the category of an embassy, The name of the new ambassador will not 
be divulged until Franco announces his acceptance, 


The government of Colombia has appropriated a million dollars as a begin- 
ning to purchase buildings and residences for the embassies, legations and 
consulates of the republic abroad, One of the first projects will be the con- 
struction of a building for the embassy in Panam4, The government also plans 
to acquire a building in New York to house the Consulate General, the Colombian 
Delegation to the United Nations, and other government offices, 


Colombia prospered during 1949 despite almost constant political turmoil, 
This prosperity was due mainly to the high price of coffee, Industrial, agri- 
cultural, and commercial activities were sustained at a high level, exceeding 
previous years, Early in the year Colombia adopted strict controls to 
strengthen the reserves of the Bank of the Republic, for servicing the foreign 
debt and for the payment of $70 million in outstanding import drafts and letters 
of credit, This action resulted in the payment of all overdue international, 
commercial and import obligations by the end of September, 


The United States is Colombia*s principal supplier of agricultural and 
industrial machinery and capital goods, Colombia plans to permit imports of 
= $340 million worth of America goods this year compared to $240 million in 


The Colombian government offers many inducements to foreign capital, Pe 
troleum production prospects seem to be better for 1950, The government has 
sponsored legislation to reduce taxation on oil companies operating in Colombia 
and to remove taxation on capital invested in prospecting and exploration, 


ECUADOR 


President Galo Plazats New Year's message to his country was generally 
optimistic for 1950. He spoke of Ecuador’s friendly relations in the Hemi- 
sphere and of the rehabilitation that has taken place since the earthquake, 
However, he admitted that the economic situation was grave, The drop in the 
world price of rice in particular presented a serious problem as almost the 
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entire crop of Ecuador's exportable rice for 1949 remained unsold, It will 
probably be exported at a loss to the government as the Central Bank purchased 
a large percentage of the crop in order to protect producers, Although cacao 
exports too were down for 1949 as compared with 1948, prospects were better for 
1950 in view of the expected continued high prices, 


One outlet for both these crops was mentioned in the recent rumor to the 
effect that Ecuador has signed a trade pact with Western Germany (approved by 
the Allied High Command) and will send rice, cacao, balsa wood, coffee, straw 
hats, and other products totaling $6 million, In exchange the same dollar 
value will be imported in machines, automobiles, iron and steel, 


In an effort to stimulate exports, President Galo Plaza authorized the 
Central Bank, on December 28, to pay export dollars at a rate of 15 sucres less 
a 2% charge, The old rate was 13,13, and the difference is to be paid from 
export surcharges formerly used for capitalization of the Development Corpora- 


tion, 


The government also took steps to limit imports, which had continued to 
increase during 1949, Beginning January 6, new import licenses were to be 
granted, According to the President's decree, importers are required to make 
deposits for import permits: 33% of the value of "A" list goods, 75% of "BM 
list goods, and 100% of "C" list goods, This should effectively restrict 
imports as sucres are scarce, Exporters to Ecuador have little to fear at 
present as the Central Bank guarantees the reimbursement of the permits it 
issues under "A" and "Bt classifications, As might be expected, stocks are 
high at the present time since importers have invested heavily anticipating the 
tightening of restrictions, Credit, however, is tight, and collections high 
because of the fear of a change in currency rates, 


Two recent announcements report that Carlos Martinez Quirola has resigned 
from the position of Minister of the Treasurer and that President Galo Plaza 
will visit Venezuela on March 28 of this year, 


PACIFIC COAST REPUBLICS 
PERU 


The long-promised elections which supposedly will lead to constitutional 
government in Peru have been scheduled for July 2, 1950, The offices of presi- 
dent of the republic, first vice-president, second vice-president, senators, 
and deputies will be filled at this time, The successful candidates will 


assume office on July 28, 1950, 


In accordance with Section 99 of the Peruvian constitution, which requires 
candidates for the offices of senator and deputy to resign from public office 
not less than six months before the election, more than 100 public officials 


have resigned from their posts, 


Article 137 of the constitution declares the following people ineligible 
to be president or vice-president of the Republic: 1) ministers of state 
and members of the armed forces in active service, unless they have left office 
six months before the election; 2) the citizen who, by any title, is exercising 
the presidency of the republic at the time of the election, General Odria, who 
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has announced his candidacy forthe presidency, seems to belong to both of the 
above categories, He is still in active service as a brigadier general, and is 
the chief executive of the state, Usually reliable sources indicate that Odria 
intends to step out of the presidency for 24 hours--from midnight July 2 until 
midnight July 3--in order to satisfy the letter of the constitution, 


As of January 27, only two other aspirants had announced their candidacy 
for president, They are General Ernesto Montagne, former senator from Loreto, 
and the lawyer Luciano Castro, The latter is the official condidate of the 
Socialist party, Montagne refuses to identify his supporters, but it is 
rumored that he could draw them from former followers of Benavides and 
Bustamante and from members of the outlawed Aprista party. 


The beginning of a five-year plan by the military Junta of which he is 
president is an indication that Odria expects to be elected, The objective of 
this plan is the economic independence of Peru, A major feature of the plan 
is the development of a Peruvian iron and steel industry, To this end, the 
government is building in Pato Canyon a hydroelectric plant with a capacity of 
50,000 kilowatts which will furnish electrical energy for furnaces, These 
will be supplied with iron ore from Marcona in the Province of Masca, 


| Immediately after the nation has returned to a constitutional government, 
Peru will seek a $200 million loan from the International Bank in order to 
carry out the five-year plan, Thus, it becomes apparent that Odria has been 
trying to show the Hemisphere that Peru is making a determined effort to help 
itself, and that with a little financial assistance, Peru will play an in- 
creasingly greater role in the affairs of Latin America, 


Dr, José Luis Bustamante, former president of Peru and now in exile in 


Argentina, has published a book, Tres Anos de lucha por la democracia en el 
Peru, defending his administration and criticizing the countries of the Western 


Hemisphere for recognizing the Odria government. He points out that this rec- 
ognition is an about-face from the policy of not recognizing any government 
which came to power by force, 


BOLIVIA 


President Mamerto Urriolagoitia proclaimed the existence of a state of 
siege in Bolivia on January 14 in order to forestall a revolution planned by 
the M.N.R, (Movimiento Nacional Revolucionario) and the officially dissolved 
RADEPA, a secret society composed of army officers, Ten leaders of the 
abortive revolution have been exiled to Arica, Chile, Bernardino Bilbao Rioja, 
retired army general, was identified as the leader of the conspirators. The 
other nine exiles are lawyers and army officers, 


Although the state of siege is still in existence, there have been no 
new outbursts, Freedom of the press is enjoyed and the dispatches of foreign 
correspondents are not subject to censorship. 


Urriolagoitia had to postpone his plan to form a democratic front in his 
government, The Social Democrat party made demands which the President con- 
sidered unacceptable and a stalemate resulted, In view of the impossibility of 
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forming a coalition government, the Bolivian cabinet resigned en masse in order 
to allow Urriolagoitia to form another one, The new cabinet is expected to be 

named from the ranks of the P,U.R.S, (Partido de ane Republicana Socialista), 
Urriolagoitia's own party. 


Bolivia's economic situation is growing worse, The fall of 24¢ a pound in 
the price of tin since September has dealt the country's economy a severe blow, 
Besides the lower price received for tin, the decrease in tin production has 
had a deleterious effect, These two factors have caused the national income 
for 1949 to be $16 million less than that for 1948, 


The worst disaster in the history of Bolivian aviation occurred last 
month when an army plane crashed near the village of Vacas, high in the Andes, 
about 22 miles from Cochabamba, All 32 men aboard were soldiers, and all lost 
their lives in the crash, President Urriolagoitia personally took charge of 
the investigation into the cause of the accident, 


CHILE 


Of major importance in the affairs of Chile are the strikes of some 3,000 
employees of the Chilean Telephone Company and the Chilean Electric Company, as 
well as some 2,000 employees of small textile industries, and the workers of 
the International Radio Company (CIRSA), The government has charged that the 
CEPCH (Confederacién de Empleados Particulares), which is the ruling labor 
organization, ordered the strikes as a political move against the legislative 
branch of the government, The strikers claim they are merely making known 
their demands for a more favorable consideration by the Congress of requests 
for higher wage levels for labor, 


In order to keep the industrial machine running during this period of 
strikes, the government has placed the armed forces in a state of alert and has 
put skilled members of the armed forces, primarily of the army and the air 
corps, into those jobs vacated by the telephone, electric, and radio strikers, 


The railroad men on the La Paz--Arica line stopped all trains having 
employees from Santiago working on them, shortly after the government published 
information regarding a secret session of the outlawed Communist party in which 
the secretary general, Galo Gonzdélez, ordered the party's members to enter into 
activities which would provoke great discontent with the government, 


Violence flamed up in the northern coal town of Chanaral when about 50 
workers attacked police who were investigating a man concerning the instigation 
of incidents in that vicinity, One of the workers was killed and two policemen 
were injured, 


With the purpose of preventing inflammatory activities, the government has 
continued arresting some of the top Communist leaders in Chile, and has exiled 
to remote regions of the republic a former member of the Chamber of Deputies, 
Juan Vargas Puebla; the leader of the Baker*s Union, Miguel Vargas; a former 
cabinet minister, Miguel Concha Quezada; and a former municipal councilman, Two 
Communists in Santiago were imprisoned for a period of about 50 days each for 
provoking riots in the Plaza de Armas last November, 


In spite of the seemingly critical condition of politico-labor affairs, 
foreign business has continued to be optimistic about Chilean stability, as 
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shown by several large business transactions, On January 7, the government 
completed negotiations with several American oil companies for the purchase of 
a 13,000-ton capacity oil tanker, the companies subscribing 20% of the total 
cost of the ship, This vessel will be used to deliver Chilean oil to Uruguay 
in accordance with an agreement signed this month between companies in those 
two countries, 


On the same day, the government began negotiations for the barter of 
Chilean (iecianeda steel for Peruvian sugar, Also exported from Chile during 
1950 will be 200,000 tons of coal to Argentina, while 350,000 head of Argentine 
sheep will be sent to the Magallanes meat-packing plant in Chile, 


On January 20, a six-months* commercial agreement was signed in Santiago 
providing for the exchange of Chilean nitrates for Portuguese cork, cacao, 
limes, plate glass, and pine resin, During this six months’ period a long-term 
arrangement will be considered, Also from Europe has come the offer of a 
Belgian industrialist, M, Leon Becquer, to establish a wire manufacturing 
plant near Concepcién, to be installed and furnished by his own funds, 


With numerous commercial agreements being signed between the governments 
and industries of Chile and other nations, new laborers were received in the 
419 immigrants arriving at Valparaiso from Germany, These immigrants are the 
first of 8,000 which Chile has agreed to admit under arrangements with the 
International Refugee Organization, At the same time, the Italian Ambassador 
met with the Foreign Minister to discuss the possibilities of immigration and 
colonization by Italians in the territory of Aysén, about 400 miles south of 
Puerto Montt, | 


RIVER PLATE REPUBLICS 
ARGENTINA 


Last October when the year 1950 was officially designated "The Year of the 
Liberator San Martin" in a special law passed by the Argentine Assembly, not 
much notice was taken of the matter, Most observers regarded it as evidence of 
the great national feeling for the Liberator of Argentina and southern South 
America, The way in which the Visca-Decker committee now investigating anti- 
Argentine affairs has used this law as a means of further curtailing basic 
freedoms and enslaving public opinion can perhaps be classed as the most per- 
plexing Argentine riddle to date, This law, which has been referred to as 
"patriotism by decree", states that all publications, whether in Spanish or any 
other language, must carry "Year of the Liberator San Martin" on the dateline 
following 1950; however, no penalties for failure to comply are stipulated, 
During the month of January over 75 newspapers and magazines were closed by 
order of the Visca-Decker committee, ‘ne reason given in most cases was failure 
to use the required slogan, The committee has continued to widen the scope of 
its activities and has closed publications on other charges such as disrespect, 
irregularities in the acquisition of newsprint, or distortion of the truth, 
Incidentally an alleged attempt to slight the name of San Martin has been dis- 
covered in the book La Entrevista de Guayaquil-Restaurando la Verdad Historica 
written by the Venezuelan author, Vicente Lecuna, The author himself was safe 
enough in Venezuela, but the files and books of the Argentine printer who 


issued Lecunats book were seized for investigation. La Prensa has come out 
strongly against the committee, declaring that it is unconstitutional to order 
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a newspaper closed, and Pueblo Unido, successor to the Communist daily, La Hora, 
published a daring article of protest against suppression of the freedom of the 
press, reminding President Perdén of his own words in 1947 when he stated that 
the press ought not to be gagged, Other protests were filed against the com- 
mittee by the Federation of Journalists and by the Press Association, pointing 
out that restrictions on the newsprint supply as well as the actual closing of 
newspapers has caused serious economic problems for many families whose only 
means of support is journalism, 


There is no doubt that the newsprint shortage in Argentina has now reached 
a critical stage. Argentina normally consumes more newsprint than its Latin 
American neighbors, and the great majority of it has been imported from abroad, 
The attempt to produce domestic needs in newsprint began only in recent years 
(about 1935) and was interrupted by World War II, Under the Five-Year Plan, 
expansion of the newsprint industry has received high priority and, with the 
completion of the plants now being constructed by Celulosa Argentina, it is 
expected that domestic production could be increased from 900 to 30,000 tons 
annually, but these plants are not yet producing. In 1947, Argentina imported 
153,000 tons of newsprint, By 1948 the total dropped to 118,000 tons, and in 
1949 the government limited importations to 80,000 tons, most of which had to 
come from Finland, Presumably the foreign exchange shortage was a prime factor 
in this limitation, Some have seen it as a means of giving impetus to Argentine 
industry, and there may be other motives, For many months the government has 
been reminded that unless import licenses are granted as soon as possible the 
newsprint supply will be exhausted. The licenses have not been forthcoming and 
the Visca-Decker committee now controls the distribution of the dwindling 
supply, In the light of the present situation, it is almost certain that the 
present crisis is not wholly due to economic factors, It is part of the plan 
to control the press and at the same time build up domestic industry, 


A great deal has been said about the experiments with bagasse pulp now 
being carried on at Holyoke, Massachusetts, Argentina's economic represent- 
atives in Washington are reportedly very interested in these experiments since 
they plan to construct a newsprint factory in Rosario taking advantage of the 
latest discoveries made by U, S, experts, It should be noted, however, that 
the largest sugar cane mills in Argentina have already installed machinery 
adapted to the burning of bagasse as fuel, Pulp producers who desire to use 
bagasse must, therefore, compete with the sugar mills themselves, and in any 
case must pay a price equivalent to the fuel value of bagasse, 


This month another form of expression was subjugated to government control, 
An edict stipulated that all music played on any program mst be at least 50% 
Argentine in origin, If this measure is enforced, it may well mean the decline 
of serious music, and of opera in particular, in Argentina, It is motivated by 
a desire to put Argentina's hungry musicians back to work, The reason stated, 
however, was patriotism, that is, "the vindication of Argentine music and the 
protection of the artist in Argentina," 


The Peronistas again gave proof of their strength in the provinces by 
winning the San Juan gubernatorial contest, They polled a majority of votes for 
Ruperto Godoy who won over his Radical opponent by 31,530 votes to 13,769. By 
and large the election was carried out in a satisfactory manner, with 80% of 
the registered voters casting ballots, The elections in Argentina are generally 
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considered quite honest as far as the actual voting is concerned, but the 
opposition has little chance of conducting a vigorous campaign since the 
Peronistas have a monopoly on the propaganda media, and in addition, prevent 
any criticism of those in office by the notorious law against "disrespect," 
The Communists were not allowed to present a candidate, since they are part of 
a foreign-dominated organization, This is the first time the new law concern- 
ing political parties has been invoked, 


The 1,000-mile long "Gaseoducto Presidente Perén" which carries natural 
gas from Comodoro Rivadavia to Buenos Aires is now in use, having been official- 
ly inaugurated by the President in a ceremony held in the Teatro Colén, The 
completion of this pipeline is one of the most outstanding achievements of 
General Perdén*s government, and the successful conclusion of an undertaking of 
such magnitude and national economic importance is an event well deserving of 
the enthusiasm it has aroused, The pipeline is said to have a daily capacity 
of 1 million cubic meters and will provide sufficient natural gas for greater 
Buenos Aires, an area which consumes approximately 500,000 cubic meters daily, 
Many consumers of petroleum who can successfully convert to natural gas are 
expected to do so, since Argentina's total consumption of petroleum is 
7,800,000 cubic meters per year and its production some 3,700,000 cubic meters, 
Argentine officials claim that natural gas from Comodoro Rivadavia will replace 
and consequently save 1 million liters of expensive imported petroleum per day, 
As early as January, 1948, plans were laid to increase the facilities of the 
refineries at La Plata, San Lorenzo, and Lujan de Cuyo in order to raise 
Y.P.F.*s refining capacity to a level commensurate with the country’s fuel 
needs, Later the plan was altered to include a refinery at Matanzas in Buenos 
Aires province, which was to have been the largest of its kind in South America, 
with a capacity of 4,500 cubic meters of crude petroleum per day, The corner 
stone for this refinery was laid in January, 1949, a contract for construction 
was made with a U, S, firm, and considerable progress was made towards the 
purchasing of equipment. Now it is reported that the plot of ground selected 
as the site for the Matanzas plant has been ceded to the Ministry of Public 
Works, and it is unofficially reported thet the Matanzas refinery project has 
been abandoned, Several of the other projects planned under the auspices of 

the Five-Year plan have likewise been given up, The scheme for the construction 
» of a great tunnel under the Riachuelo, a major project of the Five-Year plan, 

designed to solve many traffic problems, has been abandoned due to excessive 
cost, although considerable expenditure was incurred in drawing up preliminary 
plans, The previously announced plan to construct some 22 hydroelectric plants 
is also far from completed, The dollar dilemma and general world conditions 
have made it impossible to complete some of the projects, the machinery and 
equipment for which were to have been acquired in the dollar area, but even 
under optimum conditions it is doubtful that all the proposed projects could 
have been carried out, It is estimated that about 20% of the plan will be 
fulfilled by 1952, the end of the original five-year period, 


One of the promises President Perdén made to the nation was that Argentina 
would take her place among the world's leading maritime nations and eventually 
carry Argentine goods to the world in Argentine bottoms, The figures for 
arrivals of sea-going vessels in the port of Buenos Aires during 1949 give 
evidence of Argentina's growing importance as a world maritime power, In 
tonnage Argentina occupies second place and leads all other nations in the 
total number of units, This is indeed remarkable since it is only in very 
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recent years that Argentina has been in a position to challenge the leadership 
of those nations whose flag has been a more familiar sight in home ports than 
‘the national emblem, Great Britain continues to lead in tonnage with a million 
tons more than Argentina, while the latter has taken the place formerly held 
by the United States with an advantage of approximately 100,000 tons, In 

1948, the United States occupied second place and exceeded Argentine tonnage 

by approximately 800,000 tons, An intensive program of ship construction is 
under way in British, Netherlands, and Italian yards, Three more British-made 
vessels of the 14,000-ton class will be in service by July of this year, and 
the Italians will deliver two more vessels for the Mediterranean trade during 
the month of February, The aggregate tonnage of Argentina's merchant marine is 


now estimated at nearly 1 million tons, 


Argentina's growing commercial air fleet (Flota Aérea Mercante Argentina) 
has just taken another step forward, FAMA has been granted temporary permission 
by the U, S, Civil Aeronautics Board to carry passengers, parcels, and mail 
between Buenos Aires and New York, The C,A,B, authorization for this service 
is valid for six months, during which time the problems of routing and organ- 
ization will be studied in preparation for a formal agreement to be signed at 
the end of the trial period, FAMA will be in competition with such companies 
as Panair, Panagra, Eastern Airlines and National Airlines, but it is believed 
that the traffic is sufficient to warrant the services of the Argentine company, 


Recently FAMA ground crews demanded and were granted a considerable 
increase in salary, This has given rise to similar demands by the employees of 
other air transportation companies and by January 4 most of the foreign air- 
lines operating in Buenos Aires were affected, All decided to suspend flights 
to Buenos Aires, stating that they were unwilling to meet the demands of the 
workers, The local employees of Pan American World Airways and Panagra, 
which carry an estimated 75% of the air traffic of Argentina, went on strike 
early in January, making it necessary for the companies to terminate all 
flights at Montevideo and Santiago, The strikers were requesting a wage 
increase of 127 pesos per month, and in the final agreement reached on January 
12, management representatives agreed to an emergency increase of 110 pesos 
retroactive to October 1, 


Since the beginning of November there have been repeated. manifestations 
of labor unrest. In the flour mills, in the chemical and sugar industries, in 
the packing plants and the commercial airline companies, and now in the baker's 
union, there have been strikes of some importance. The bakers closed their 
doors temporarily to draw public and official attention to their plight. They 
claim to be losing money on account of the wages they are obliged to pay and 
the low controlled price of bread, The matter still remains unsettled, 


In the meantime prices continued to spiral upwards, thus compensating for 
gains already made by wages, The fares of the City of Buenos Aires Transport 
Corporation jumped 100%, from 10 to 20 centavos, Most observers feel that 
even this increase will not help in any way to reduce the cumulative bulk 
deficit which had already reached a total of 230 million pesos in 1947, The 
corporation has continued to lose heavily during the last two years and has 
not paid any dividends for 11 years, 
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Labor in general has received unheard of salary increases since Perdén's 
advent to power in 1946, Raises of 50% or 60% annually have been commonplace 
among the descamisados who were formerly underpaid and discontented, The 
living standard did increase in 1947 and 1948, but has slumped somewhat lately 
due to the inflation spiral, The most recent figures available show a decrease 
in general production of approximately 10%, This alarming decline, despite 
higher wages and better working conditions can be attributed largely to lower 
output per worker, according to the most reliable authorities, Argentine em- 
ployers are complaining about the "invisible pay roll" which amounts to at least 
60% of the actual pay roll. They claim that a man who receives 500 pesos per 
month costs them 300 more in social services which are required by law. Accord- 
ing to unofficial calculations made by La Nacién of Buenos Aires, the wage 
index has increased from 100 in 1943 to 636 in 1949, if the real pay is taken 
into consideration, 


There are no visible signs of improvement for the farmer in matters of 
increased profits or the reduction of production costs, Prices have just been 
established by the government on grains, and, according to some observers, the 
increases were insufficient to cover the mounting cost of production, It is 
estimated that a farmer who produces 1,000 quintals (one quintal is about 100 
pounds) cf wheat will obtain a profit of 3,000 pesos, This does not permit the 
creation of reserves, not to speak of the purchase of machinery such as 
tractors, which now cost nearly 30,000 pesos, The emphasis on acquisition of 
farm machinery continues apace however, and some attempt is keing made to help 
the farmer, The Industrial Credit Bank will grant loans to assist industrial 
concerns engaged in the manufacture of farm machinery and spare parts, For 
this purpose the sum of 15 million pesos has been allocated, This is another 
step in the plan which started with the allocation of foreign exchange for the 
purchase of machinery abroad, The measure is timely and will no doubt help 
some firms who make or plan to make combines, ploughs, and harrows, It will 
help the farmers in general, but it will be some time before these innovations 
can bring about increased production, 


Statistics now available reveal that, following the revamping of exchange 
rates, Argentina has sold considerable quantities of the crop surpluses it had 
been accumulating, 


Argentine produce continues to be disposed of by IAPI at a rate which 
undoubtedly points to a substantial increase in Argentine export trade in 
coming months. The sale of hides has been outstanding since the United States 
resumed purchases on the Argentine market, Increased trade in corn, wheat, 
and wool during the last two months has been remarkable and was welcomed with 
enthusiasm by IAPI officials, Great Britain has recently purchased 300,000 
tons of corn after having been absent from the Argentine cereal market for a 
long period, However, the total export figures for 1949 reveal that in spite 
of the year-end spurt, foreign trade was lagging far behind the 1948 level, as 
will be seen from the following chart, 


SHIPMENTS OF AGRICULTURAL PRODUCTS FROM ALL 
ARGENTINE PORTS IN TONS 


eat Corn Oats Barley Flour 
1949 1,826,836 1,081,436 191,592 365,057 1,901 


1948 2,125,544 25485427 86,103 737 10,898 
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URUGUAY 


After approximately six months of deliberations, the Colorados, who have 
been seeking in vain a basis for agreement, decided to face the situation and 
admit their failure to arrive at a solution, President Batlle Berres’ party 
has insisted all along that it has a preponderant claim to the candidacy and, 
in spite of some rather attractive offers made to the other factions, the 
Batllistas have now decided not to take any chance of losing the candidacy, 

The rest of the Colorados feel they are entitled to some chance in the election, 
and hence the break-up of negotiations, Most observers think that the Colorados 
will eventually establish an agreement despite present difficulties. In the 
meantime, the minor Blanco factions have continued to stfengthen their under- 
standing with the Herreristas, but this heterogeneous group, consisting of 
right-wing and left-wing factions, make very unwilling bed fellows, They have 
not yet established a firm basis for their coalition and should the Colorados 
remain split, Herrera would probably leave the coalition, being certain of 
enough votes from his own party to win over the divided Colorados. Thus, at 

the present time, with elections only 10 months away, there are 10 political 
parties each with its special “ism and doctrine, but each apparently quite 
willing to sacrifice principles in favor of a coalition that would insure 


victory. 


From time to time recently, the government employees have reminded the 
President of their low wages and have requested a 60% raise, He has put them 
off, stating that he could not afford to lay himself open to accusations re- 
garding political favors, especially in an election year, Now that the legal 
provisions for this raise have been ordered, the main problem facing the admin- 
istration will be to find some way of obtaining the necessary pesos, 


Under the provisions of the most recent Anglo-Uruguayan meat convention, 
Great Britain has undertaken to purchase at the end of every quarter all sur- 
plus meat which Uruguay has not been able to export to other countries, with 
a Minimum set at 25,000 tons of chilled beef and 20,000 tons of other meat 
products, including frozen mutton and canned beef, At present Uruguay and 
Great Britain are attempting to effect a satisfactory arrangement of exchange 
rates, Under the terms of a previous trade agreement, England promised to com- 
pensate for the devaluation of the pound during a period of four months starting 
September 18, 1949. That period is now ended and Uruguay will be obliged to 
lower prices or further alter export exchange rates unless some other arrange- 
ment can be made with the British, 


The statistics for the first 10 months of 1949 foreign trade show a favor- 
able balance of $27 million for Uruguay, The Blanco opposition newspapers have 
complained that the amount of dollars on the books means very little when it 
has been made possible by import restrictions which have caused shortages of 
essential goods, No matter how the situation appears to different observers, a 
favorable trade balance of $27 million is a considerable amount for a small 


country like Uruguay, 


PARAGUAY 


The chronic political disease from which Paraguay suffers almost contin- 
ually has again reached a more or less acute stage, The problem confronting 
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provisional President Federico Chaves is the same one faced by his numerous 
predecessors, that is, how to hold democratic elections and still retain the 
presidency which he was fortunate enough to win only by means of a revolution, 
Elections have been officially called for July of this year, but political 
unrest already evident in Paraguay does not give much promise of peaceful 
elections, 


Chaves has often been compared to former President Morinigo, whose admin- 
istration during the last war was modeled after the European dictatorships. 
Like Morinigo, Chaves is expected to remain in ppwer by strong-man methods or 
else name his successor according to the pattern already established, Some 
significance is attached to the news that the Guidn Rojo faction is supporting 
a movement to return General Higinio Morinigo to the presidency, Morinigo, 
who has been living quietly in Buenos Aires for more than a year, is said to be 
enjoying the fruits of his term in office, He has just been named military 
attaché to the Paraguayan embassy in Argentina, Whether these events are to be 
interpreted as evidence of an understanding with the President, or whether, on 
the contrary, Chaves is interested in keeping Morinigo occupied outside 

Paraguay, is still a matter of conjecture, Meanwhile, in Buenos Aires several 
reports have been received concerning attempts to overthrow the government in 
Paraguay, These reports have been officially denied but are at least indicative - 
of more trouble to come, 


A new three-year trade agreement between Argentina and Paraguay signed 
this month in Buenos Aires provides facilities for Argentine investments in 
the neighboring republic for promotion of new activities, encouragement of 
existing ones, and intensification of interchange between the two countries, 
An account with the Central Bank of Argentina has been opened for Paraguay, 
and the latter promises adequate protection and "most favored nation" treatment 
for Argentine capital, Argentina will exchange manufactured goods and live 
cattle for Paraguayan raw products, The agreement will no doubt be a great 
boon to trade as it calls for an exchange of goods which will enhance the 
economy of both countries, As for Argentina's part, it may be recalled that 
Similiar clauses providing for Argentine aid in the economic development of 
other South American nations have never been fulfilled for one reason or another, 


BRAZIL 


The year 1950 is a major election year for Brazil with more than 100,000 
candidates expected to present themselves on October 3 for the various offices 
in the national, state, and municipal governments, The year began with a new 
burst of activity in the already active political field, In a move which came 
a5 a surprise to many, all of the civilian members of President Dutra's cabinet 
resigned, The reason for this action was not disagreement or dissatisfaction 
with Dutrats adminstration, but rather the desire to avoid placing the President 
in anembarrassing position later on, All of the men who resigned are profes- 
sional party men and potential candidates for office, Had they waited to resign, 
in order to qualify for elective office, until just three months before the 
election, an emergency cabinet would have had to be formed and the government's 
position before the nation would have been considerably weakened, 


The Minister of War, General Canrobert Pereira da Costa, did not resign, 
nor did the two other military members of the cabinet, In very clear terms, 
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General Canrobert da Costa defined the position of the army toward the matter 
of the presidential succession and declared that he would not be one of the 
candidates, The army, he stated, would neither oppose nor support any pres- 
idential candidate, General Dutra's mandate will not be extended, and there 
will be no coup, Without army support, a coup would be impossible, 


The most sensational development was former dictator Getiulio Vargas New 
Year*s speech to the workers of Brazil, In a very definite appeal to the 
sympathies of the "downtrodden" laboring and rural class, he denounced the 
Dutra regime and declared that only a complete reform could save Brazil, 
Reaction to the speech was immediate and varied, The government offered fig- 
ures to prove that Vargas’ statements regarding the dissipation of the nation’s 
gold reserves were false, and Dutra was reported to be preparing a reply. 


Just what was Vargas’ real purpose in making the speech, no one could 
positively say, If it was to be taken at face value, it would seem that there 
was little hope of success for the negotiations begun late in December between 
representatives of the government party, Partido Socialista Democrdtico 
(P.S,D,) and Vargas Partido Trabalhista Brasileiro (P,T,B.)., A few days after 
making the speech, however, Vargas proceeded to remove its sting by declaring 
that when he referred to the need for a "basic reform" he did not mean that 
the country needed a change in political regime, 


Several days later, Senator Salgado Filho, a leader in the P,1T,B,, re- 
turned from a three-day conference with Getulio in Sao Borja, To the surprise 
of many, he announced that Vargas was willing to support an agreement between 
the P,T,.B, and the P,S,D, on the basis of a common party program providing for 
a joint administration, What caused even more surprise was Salgado Filho'ts 
statement that a military candidate might be acceptable, provided he did not 
run as a representative of the Armed Forces, The P,S,D. representative ex- 
pressed great satisfaction with the outcome of the negotiations, and his 
confidence that a coalition of the two parties would again lead them to victory, 
as it did in 1945, | 


Arrangements for setting up a joint committee with members from both par- 
ties to begin work on a basic common program were begun, By the end of the 
month, both the P.S,D, and the P,T,B, had appointed their representatives, and 
the first meeting of the joint commission was scheduled for February 2, 


The effect of the P,S.D,-P.T.B, alliance on Adhemar de Barros’ presidential 
chances could be serious, Until recently, rumor said that Vargas was going to 
support Adhemar, General opinion was that a union of these two demagogues, 
both of whom draw their chief support from the country's uneducated masses, 
would be certain of victory. In fact, it was partly fear of such an alliance 
which motivated the P,S.D., the U.D.N, (Uniao Democr4tic Nacional), and the 
P.R, (Partido Republicano) in their attempts of the past few months to find a 
single coalition candidate, The failure of these attempts, and the consequent 
P,S,D.-P,T,B, rapprochement has now changed the entire political situation, 


Adhemar's position seems to be weakened considerably, However, the Sao 
Paulo governor has for some time been carrying on a campaign which, though 
unofficial, has none the less been vigorous and effective, Even without Vargas? 
support he is a force to be reckoned with if he runs, Despite his active 
campaigning, Adhemar has refused to announce his candidacy officially and at 
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various times has even denied it, Such action has lately been caus dis- 
content within his own party, the Partido Social Progressista (P.S,P,), since 
most of the political leaders who have joined Adhemar have done so in the hope 
of using his bandwagon and financial resources to further their own political 
chances, Consequently, every time Adhemar hints that he might not be a can- 
didate, they see their hopes begin to fade, 


The real reason for Adhemar'’s reluctance to launch an official campaign 
for the presidency is a matter of speculation, It seems evident, however, that 
Vargas has been a major factor in influencing Adhemar's decision, Early in 
the month, Gettilio told a Sao Paulo reporter that when Adhemar visited him at 
Sao Borja recently, the two made no political pledge, They did nothing more 
than express their agreement on the Jobim Formula, a plan to hold round-table 
discussions with all political parties in an effort to solve the question of 
the presidential succession, This plan was proposed by Walter Jobim, Governor 
of the state of Rio Grande do Sul, Later reports allege that Getulio wrote a 
letter to Adhemar in which he stressed the need for the latter to remain at 
the head of the Sdo Paulo government in order to avoid possible political 
maneuvers that might result if he were to leave, Getuilio's reference to pos- 
sible political maneuvers was apparently aimed at Vice-Governor Novelli Junior, 
who would be come governor of Sao Paulo should Adhemar resign, as he would have 
to do if he wished to run for president, Novelli Junior, who incidentally is 
a son~in-law of President Dutra, does not get along well with Adhemar, and 
once in control of the powerful Sao Paulo state political machine, would be in 
a position to create a fairly strong opposition to Adhemar, Apparently both 
Getuilio and Adhemar consider Novelli Junior a real threat, According to re- 
ports, in mid-January they worked out an agreement based entirely upon the 
actions of the Vice-Governor, According to the plan, Adhemar was to offer 
Novelli Junior a seat in the Senate or House of Deputies if he would resign 
the vice=governorship, Should Novelli Junior accept this offer, thus removing 
the possibility of his succeeding Adhemar in the governorship, Adhemar would 
run for the presidency with the support of Getulio Vargas, However, should 
Novelli Junior refuse to resign, Adhemar would not be a presidential candidate, 
but would lend his support to Vargas instead, In this case, the question as 
to whether Vargas himself would be the candidate or merely name his choice, 
remains unanswered, 


A national convention of the P,S,P, was scheduled to meet on January 20 
to choose the party's presidential and vice-presidential candidates, Instead 
of the convention, however, a general assembly of the party met, under the 
chairmanship of party leader Adhemar de Barros, A motion calling for the 
official launching of Adhemar's candidacy was approved by acclamation, but the 
nominating convention was postponed to February 25, and Adhemar's authority 
to continue negotiations with other parties was renewed, Adhemar continued 
negotiations with Novelli Junior, but by the end of the month had not yet 
achieved victory, All that his emissaries could gain from Novelli Junior was 
an ambiguous statement that, should he become governor of Sao Paulo, he would 
not interfere in any political disputes, What will happen if Novelli persists 
in his present attitude remains to be seen, Adhemar will undoubtedly run for 
president if he thinks he can win, However, without support from Vargas, and 
with the possibility of effective resistance from Novelli Junior, he may not 
consider his chances good enough, In that case, he may not run if he can 
gracefully avoid it, preferring to retain his control in Sao Paulo until a more 
auspicious time, rather than risk losing both the presidential election and the 
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governorship of Sao Paulo, On January 25 Adhemar covered his position with a 
declaration to the press that he intended to remain as governor of Sao Paulo 
until the expiration of his term on January 31, 1951. 


The exact position of Vargas in the over-all political picture is not 
clear, Like Adhemar, if Getulio were sure of winning he too would undoubtedly 
run again, Despite his 15 years of dictatorship, he still has the support of 
a large mass of the Brazilian working class, and his chances of victory would 
be good, In a press interview early in the month, Getiilio remarked, regarding 
the various political delegations that were coming to see him, "All are urging 
me to become a jockey , . .but., .I am not content to ride other people's 
horses,"' He also disclosed that the P,T.B, wanted to nominate him for the 
presidency but lacked the necessary financial strength, He concluded with the 
statement, "Men like myself have only two roads to follow: either fight to 
win, or perish," In view of these remarks, it would seem that Getilio is quite 
definitely considering the possibility of his own candidacy, His actions with 
regard to Adhemar and the P,S,D, could be considered either as bids for support, 
or if he decides not to run, as an attempt to back the winning team, Since the 
P.S.D, has no candidate, Getuiilio might well be thinking of turning the P,T,B,- 
P,S.D, joint platform agreement to his own advantage, thus gaining the neces- 


sary financial support from the P,5S.D, 


Vargas* accusation that Spruille Braden and U, S, Ambassador Berle were 
among the instigators of the October 29 coup which overthrew him in 1945 may be 
considered as more politicking, Nationalism is very popular in Latin America 
these days, and any attack against foreign intervention is sure to find a large 
and noisy support, Reaction to the charge, both in the United Stated and ’ 
Brazil, was sharp, Flores da Cunha, a deputy from Rio Grande do Sul, stated 
that Vargas* charge was nonsensical and revealed clearly that he and dictator 
Perén "have the intention of marching together in South America." A few days 
after the incident, a Rio paper reported that Luis Carlos Prestes had presented 
Getulio with a list of conditions under which he was willing to support Vargas't 
candidacy, Among the conditions was the demand that Vargas coincide with the 
policies of the Communist party in its fight against Yankee Imperialism, 
Gettilio quickly denied any dealings with Prestes, explaining that he had no 
deals with anyone for political support, He added, "Everyone should know that 
Trabalhismo (Laborism) is different from Commnism," 


With the successful conelusion of negotiations between the P,S.D, and the 
P.T.B,, the U.D.N, seems to be left out in the cold, Still divided within — 
itself, the party made an attempt early in the month to revise the old P,S.D., 
P.R., U,D.N, coalition by proposing a new Minas Formula with the names of Melo 
Viana and Milton Campos, So far the effort has not been successful, The P,S.D, 
at the end of the month invited the U,D.N, to join with it and the P,7,B, in 
the organization of a common program, but the U.D,N, refused to participate, 
Brigadier Eduardo Gomes is still a strong candidate, but the U.D.N. is not 
united behind him, | 


On January 16 Congress convened in special session to consider urgently 
needed legislation on banking, mining, petroleum, and election code, a press 
code, immigration, aviation, trade, and finances, With the October elections 
already dominating the scene, few observers expect any major legislation to be 
passed, either in the special session or in the regular session which begins on 
March 15, Action on such important issues as mining and oil development will 
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probably be postponed until the new administration takes office on January 30, 
1951, At the end of the month, however, an important bill setting up regula- 
tions to govern crimes of responsibility was approved in final form, Among 
other things, the bill defines as crimes of responsibility any abuse of the 
immunities assured to members of the National Congress, state legislatures, and 
municipal councils; and any attempt to dissolve the National Congress, to pre- 
vent its meeting, or to attempt to prevent by any means the functioning of its 


Chambers, 


Though less spectacular than the month's political developments, the news 
in the economic field is optimistic, Largely as a result of the higher coffee 
prices and the effectiveness of Brazil's import-control system, the nation's 
draft indebtedness in the United States was reduced by $18 million in December, 
thus cutting the total amount still owed at the end of the year to about $97 
million, Prospects are excellent for the total liquidation of the debt by this 
March, In fact, the Brazilian government reports that dollar exchange covering 
the entire amount has been granted, and the only delay now will be that caused 
by paper work and mechanical details in the Bank of Brazil. 


Imports from the United States in December dropped to $19,135,323, less 
than half what they were last June when the present import controls became 
effective, The prospects for a loosening of controls in the near future look 
dim, With the world monetary situation in its present state, Brazil is striv- 
ing to keep its trade with each foreign nation in balance, To accomplish this, 
import controls and bilateral trade agreements seem necessary, More and more, 
Brazil, with the rest of Latin America, has been forced to enter barter trade, 
In 1950 the number of bilateral agreements is expected to increase, At present, 
the government is discussing trade treaties with Argentina, Australia, 
Czechoslovakia, Japan, Norway, Portugal, Spain, Switzerland, and Yugoslavia, 
Italy is interested in swapping manufactured goods for Brazilian agricultural 
products, Uruguay signed a payments agreement just last month, and plans are 
under way for reactivating commercial relations with Western Germany, 


Trade with Britian in 1949 increased 40% over 1948, the increase being 
mostly in Brazilian imports from Britain, Traditionally, Brazil has always 
shown an import surplus with the United Kingdom, but in the past has been able 
to offset it by holdi an export surplus with the United States, With a huge 
dollar deficit in the ted States this year, however, such a procedure was 
impossible, As a result, Brazil's visible deficit with Britain rose to almost 
10 million in the first half of the year, and continued to rise, Consequently, 
Brazil has now decided to treat sterling as a hard currency by placing it on 
the same rationing system that has been in force for dollars and other 
"arbitrable" currencies since last March, The move was not regarded with pleas- 
ure by the British, who fear that it may lead to further tightening of controls 
on Brazilian imports from the sterling area, 


The campaign for expansion of wheat production in Brazil has been success- 
ful, aecording to Daniel de Carvalho, Minister of Agriculture, and the country 
is expected to be self-sustaining in this product by 1952, The nation's entire 
annual needs, about 1,600,000 metric tons, will be produced mainly by the south- 
ern states of Parané, Sao Paulo, Santa Catarina, and Rio Grande do Sul. A 
number of steps have been taken recently to encourage domestic wheat growing, 

A decree which became effective on December 8 exempts all machinery used exclu- 
sively for wheat cultivation and wheat-flour milling from import duties for the 
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next five years, Congress has appropriated 60 million cruzeiros ($3 million) 
for the purpose of purchasing tractors, threshers, and seeders and has provided 
for 2 wheat experimental station to test the quality of wheat lands, Special 
strains have been tested for their adaptability to local conditions, with 
excellent results, The International Basic Economy Corporation, headed by 
Nelson Rockefeller, is also helping with several projects, If the wheat pro- 
gram continues to be successful, it will be the first time that a tropical 
country has become self-sufficient in wheat, 


Because of favorable weather conditions and the revival of the demand for 
Bahia cacao in foreign countries, this product has been selling rapidly and at 
a good price, A large crop is expected for the coming year, It is believed 
that the demand from the United States will continue to be strong, since the 
African crop supposedly has been affected by disease, 
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